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Trends in Personal Wealth, 1976-1981

By Marvin Schwartz*

Preliminary estimates of the personal wealth of
individuals in 1981 show that there were approximately
4.5 million people with gross assets of $300,000 or
more. These "wealthy individuals", who comprised only
2.0 percent of the nation's population, had net worth
(total assets less liabilities) of nearly $2.4
trillion. In contrast, during 1976, fewer than 2
million people had a similar level of gross assets.
The net worth of these 1976 top wealthholders was in
excess of $1.0 trillion, which was nearly 23 percent
of the net.worth of all individuals in the country [1].

Wealthholders with Gross Assets
of $300,000 or More

Wealthholders Total Assets Net Worth
Year (thousands) (billions) (billions)

1976 1,938 1,238 1,G43
1981 4,522 2,804 2,389

The number of top wealthholders with net worth of $1
million or more showed a substantial increase from 1976
to 1981, in contrast to the lack of growth in the
number of millionaires between 1972 and 1976. While
there were approximately 180,000 individuals with net
worth of $1,000,000 or more in both 1972 and 1976,
estimates show between 350,000 and 500,000 individuals
with this same level of net worth in 1981. The
leveling off of the number of millionaires between 1972
and 1976 is likely a result of the decline in the value
of corporate stock over that period [2]. As shown
below, corporate stock declined both in value and as a
relative share of the total assets of individuals with
net worth $1,000,000 or more between 1972 and 1976.

Corporate Stock Held by Top Wealthholders
With Net Worth $1,000,000 or More, 1972 and 1976

Corporate Total Corporate Stock
Stock Assets As Percentage of

(billions) (billions) Total Assets

1972 215.1 448.9 47.9
1976 181.5 432.1 42.0

The sharp increase in the number of millionaires
between 1976 and 1981 may in part be attributed to
inflation. Using the Personal Consumption Expenditures
Implicit Price Deflator [3], $1,000,000 in 1981 had
the equivalent value of $677,121 in 1976. Addition-
ally, the rapid increase in the value of real estate
may also, in part, be responsible for the growth in
the number of millionaires.

ESTIMATING PERSONAL WEALTH FROM ESTATE TAX RETURNS

While there is great interest in measuring the
personal wealth of individuals in the United States,
the opportunities for such are limited since this

information is not required to be reported regularly
on any tax return or other public document. Though
the ideal alternative for measuring wealth would be a
comprehensive survey of a representative sample of the
population, the reluctance of individuals to willingly
reveal personal financial information diminishes the
reliability of the estimates that could be generated.
The "estate multiplier technique" [4] (see "Data
Sources and Limitations" for a discussion of this
technique), however, enables one to utilize admini-
strative records, e.g., estate tax returns, for the
purpose of estimating the personal wealth of that
segment of the population which holds a substantial
portion of the total wealth of all individuals. The
estimates of the wealth for 1976 and 1981 of these
individuals are derived from the application of this
estimating technique to data extracted from samples of
Federal estate tax returns filed during 1977 and 1982,
respectively. The estimates of wealth included
herein, therefore, are limited to those living indi-
viduals for whom an estate tax return would have been
required had they died during a one year period
extending from early 1976 to early 1977 or from early
1981 to early 1982. These individuals are hereafter
referred to as "top wealthholders".

As the level of gross estate or gross assets required
for the filing of an estate tax return has increased,
the concept of top wealthholders has likewise changed.
The levels of wealth to which the estimates are limited
have risen from the $60,000 which defined top wealth-
holders in 1972, to $120,000 for returns filed in 1977,
and subsequently to the $300,000 level for returns
f iled in 1982. Additionally, as a result of a change
in the reporting requirements for estates of decedents
who died in 1982, asset detail for 1981 is presented
only for those individuals with gross assets in excess
of $500,000.

The wealth included on the returns selected during
each of the sample years is centered around mid-year
of 1976 and 1981 and therefore reflects the wealth of
the living population at that point in time. (A
further discussion of the estimating technique is
included under "Data Sources and Limitations".)

The gross estate criterion is a Federal estate tax
concept of wealth that does not conform to the usual
definitions of wealth primarily because the face value
of life insurance is included in the wealth of the
decedent. Therefore, three measures of wealth have
been used in this article: gross estate (or gross
assets), total assets, and net worth.

Gross estate or gross assets reflects the gross
value of all assets, including the full face value of
life insurance reduced by policy loans, but before any
reduction for indebtedness. This measure defines
those included in the top wealthholder group. Total
assets, a lower wealth value, is still essentially a

*Foreign Special Projects Section. Prepared under the direction of Michael Coleman, Chief. I



2 Trends in Personal Wealth

gross measure. This is obtained by using the cash
value of the life insurance asset; that is, the value
the insurance had immediately prior to death. Net
worth is the level of wealth after all debts have been
removed and includes the cash value of life insurance.

PERSONAL WEALTH IN 1976

If the typical top wealthholder was encountered in
1976, we would have found a married male under 50
years of age whose net worth was less than $250,000.
A significant share of his assets would have been in
real estate, likely the family home. The typical
female top wealthholder would also have been married,
but would likely have been older and wealthier.
Likewise, the primary asset in her portfolio, would
have been real estate. However, it would not have
constituted as significant a share of her assets as
for her male counterpart.

Male wealthholders. represented approximately 66.5
percent, or 5.8 million of the 8.7 million top wealth-
holders (defined as individuals with gross assets
greater than $120,000) in 1976. The average net worth
of these men was $192,000. Though far fewer in number,
the 2.9 million female top wealthholders were generally
wealthier with average net worth of $261,000.

Over 83 percent of the male top wealthholders were
married,,while less than 5 percent were widowed. This
compares with 47 percent of the females who were
married and 33 percent who were widowed. These
percentages-are-probably-reflective-of-the-age-
composition of the top wealthholders with nearly 33
percent of the female top wealthholders and only 17
percent of the male top wealthholders 65 years of age
or older.

As shown in Figure A, real estate valued at $771
billion was the largest single. asset item held by the
top wealthholders. However, corporate stock valued
for all wealthholders at $531 billion, still comprised
the greatest share of the assets of those wealthholders
with net worth of $500,000 or more. These ran~ings
reflect- the relative importance of real property to
that of 'stock in the asset portfolio of many indivi-
duals. In addition, they also reflect the effect of.
inflated housing values which were enough to cause many
individuals to be classified as top wealthholders in
1976.

The concentration of wealth among the very top
wealthholders was almost as skewed as that for the
general population. As shown in Figure B, nearly 23
percent of the total assets of all top wealthholders
was held by individuals with total assets of $1 million
or more. These 227,000 individuals represented less
than 3 percent of the top wealthholders.

Wealth and Asset Composition

As wealth increased (see Figure C), the relative
importance of real estate for both male and female top
wealthholders declined sharply. Conversely, corporate
stock and certain types of bonds became increasingly
significant as the amount of wealth increased. In
light of the special tax treatment afforded the income
from State and local bonds, these assets were espe-
cially attractive to those "well off" individuals
seeking to lessen their income tax burden.

Types of Wealth Held by Men and Women.

The summary of the composition of wealth shown in
Figure D indicates the differences between the holdings
of men and women. Proportionally more men than women

ure A
Asset Composition of Top Wealthholders, 1976
Percent of Each Asset to Total Assets
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owned real estate, noncorporate business assets, and
life insurance; however, more women owned bonds and
corporate stock. The overall differences in holdings
were large for only a few items. In their traditional
role as the head of the household, about 89 percent of
the men had life insurance.to protect their families,
~hereas only about 53.percent of the women held life
insurance. Noncorporate business assets were held by
27 percent of the men, but only 14 percent of the
women. This may be reflective of a female spouse's
tendency to dispose of the family business upon the
death of her husband, combined with the shorter life
expectancy of males.

Men had a relatively heavier debt burden than women
with 19 percent of their total assets owed as debts
and mortgages compared with nearly 10 percent for
women. The large difference in debts was related to
the fact that proportionally more men owned assets
which are typically mortgaged or debt-financed, such
as real estate and business assets.

Age and Wealth

The average net worth of male top wealthholders
appeared to be closely correlated with age. As age
increased (see Figure E), the average net worth
increasedfrom $119,000 for men under 50 years of age
to $395,000 for men 85 years or older. On the other
hand, women under age 50 were 43 percent wealthier in
terms of total assets than their male counterparts,
but showed a less rapid increase than males in their
average net worth until their early 601s.

Nearly 48 percent of the male top wealthholders were
under 50 years of age, while only 29 percent of the
female too wealthholders were in that age group. This
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Figure B
Percent of Top Wealthholders and Total Assets of Top Wealthholders,
By Size of Total Assets, 1976
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relatively low proportion of female top wealthholders
under 50 years of age is an indication of the fact
that many wealthy women may acquire their wealth upon
the death of their spouse.

Predictably, younger top wealthholders had a debt
burden considerably heavier than that of their elders,
declining as age increased. The amount of indebted-
ness of males under 50 years of age was equal to 33
percent of their total assets. However, for females
in this same age group, the debt burden was only 21
percent. As with the younger individuals, the debts
of females of each age group was significantly lower
than that of males in the same age group. This may be
a reflection of the insurance protection provided more
often by males that is used to pay off debts.

PERSONAL WEALTH IN 1981

Of the 4.5 million top wealthholders in 1981,
redefined to include only those individuals with gross
assets of $300,000 or more, 65 percent were men.
However, as in 1976, the average net worth of female
top wealthholders was considerably higher than that of
their male counterparts, $637,000 compared to $471,000.

Figure F shows that, again, a relatively high portion
of the female top wealthholders, 28 percent, were
widowed. This compared to the mere 4 percent of the
males who were widowers. Likewise, 83 percent of the
men and 52 percent of the women were married. As in
1976, this piobably mainly reflected the age
composition of the male and female top wealthholders

0
Percent of Total Assets

10 20 30

3

and the difference in their life expectancies. In
1981, 48 percent of all male wealthholders were under
50 years of age as opposed to just 29 percent of
female top wealthholders.

With the continued increase in its value, real
estate, as shown in Figure G, valued at $593 billion,
was the largest single asset item held by top
wealthholders in 1981 with gross assets in excess of
$500,000 [5]. Corporate stock valued at $484 billion.
was the next most commonly held asset. Together these
two asset items accounted for 55 percent of the total
assets held by those top wealthholders.

DATA SOURCES AND LIMITATIONS

The estimates of personal wealth contained herein
are based on information reported on Federal estate
tax returns filed during 1977 and 1982. The sampled
returns primarily reflect deaths that occurred during
a one year period extending from early 1976 to early
1977 or from early 1981 to early 1982. However,
because an extension,of time for filing the estate tax
return can be obtained, the estimates of personal
wealth for 1976 and 1981 are also based on a limited
number of returns for decedents who died before 1976
or bz-.fore 1981, respectively.

As indicated previously, the wealth included on the
sampled returns is centered around mid-year of 1976
and 1981 and represents the wealth of the living popu-
lation at that time. While the Federal estate tax
return is an exceptional source of economic infor-
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Figure D.--Composition of Wealth for Male and Female Top Wealthholders, 1976

(3)

[All figures are estimates based on estate tax return samples--numbers of top wealthholders are in thousands; all
money amounts are in billions of dollars]

Item

Total assets.....................

Debts..........................

Net worth ........................

Types of assets:
Cash ...........................
Corporate stock................

Bonds, total ...................

Corporate and foreign ........
Federal savings ..............
Other Federal ................
State and local ..............

Life insurance equity ..........
Notes and mortgages ............
Real estate....................
Noncorporate business ..........
Other assets ...................

NOTE: Detail may not add to total

Male top wealthholders

Number
Percent
of total
males

Amount

(1)
5,782

5,324

5,782

5,537
3,883

2,012
817

1,227
279
294

5,150
1,511
5,137
1,569
5,539

(2)

100.0

92.1

100.0

95.8
67.2

34.8
14.1
21.2
4.8
5.1

89.1
26.1
88.9
27.1
95.8

because of rounding.

mation, the accuracy of the estimates of personal
wealth for a particular point in time is limited
somewhat by the time span during which the sampled
estates are valued. For assets such as corporate
stock, the timing of the valuation can be quite
significant. However, nearly 78 percent of the estate
returns sampled during 1982 were for decedents who died
in 1981 and 81 percent of the estate returns sampled
during 1977 were for decedents who died during 1976.

The "estate multiplier technique," which has been
used since the beginning of the twentieth century
(financial records were used as early as 1864 to
estimate total personal wealth by a related technique)
[6,7,81 enables conclusions to be drawn about the
wealth of the living population through the knowledge
of the wealth of the deceased. The underlying assump-
tion in making these estimates from estate tax returns
is that death draws a random sample of the living
population. However, in actuality, death is not a
random event and therefore not necessarily represent-
ative of the living population under consideration.

The probability of "death's selection" of an individual
depends on the particulars of one's life. Age and sex
are usually taken as gross indicators of these condi-
tions. By knowing the mortality rate and the number
of deaths for each age and sex group, the population
of wealthholders can be derived, by multiplying the
inverse of the mortality rate by the number of deaths
in each group.

However, vital to the estimates of personal wealth
is the use of a mortality rate appropriate to the top
wealthholder population. This is essential to the
estimates in that there is much evidence that the
mortality rate of the wealthy is more favorable than
that of the population as a whole [9], that is, social
class also is a determinant in the "selection of the
sample". Therefore, an adjustment to the general
mortality rate is necessary. The basic assumption
made to prepare the estimates was that the probability

1,368

260

1,108

159
324

64
14
9

17
23

38
56

503
83

141

Percent

of total
assets

1 (4) -

100.0

19.0

81.0

11.6
23.7

4.7
1.0
0.7
1.3
1.7

2.8
4.1

36.8
6.1

10.3

Number

(5)

Female top wealthholde

Percent
of total
females

2,913

2,569

2,913

2,746
2,014

1,314
643
651
286
254

1,558
894

2,394
400

2,676

(6)

100.0

88.2

100.0

94.3
69.2

45.1
22.1
22.3
9.8
8.7

53.5
30.7
82.2
13.7
91.9

Amount

(7)

845

84

761

122
207

66
14

8
21
23

4
31

268
16

131

rs

Percent
of total
assets

(8)

100.0

9.9

90.1

14.4
24.5

7.8
1.6
1.0
2.5
2.8

0.5
3.7

31.7
1.9

15.5

of death for those at or above the minimum level of
gross assets or gross estate included in the estimates
for 1976 and 1981 is approximately constant for each
age and sex.

The mortality rates assumed to approximate that of
the wealthy are generated utilizing data prepared by
the Metropolitan Life Insurance Company [101. Three
sets of age-specific multipliers for male and female
decedents for 1976 were produced utilizing the insur-
ance experience between 1973 and 1976. The same
multipliers were used to generate the estimates for
1981.

While the estimates of wealth for 1976 and 1981 are
based on estate tax returns sampled during a specific
filing year, the returns selected during 1982 were
selected as the first part of a new sample design.
Returns selected during 1977 primarily reflected deaths
that occurred during 1976, but also deaths from 1977
and 1975 and several preceding years. Therefore, the
estimates were arrived at utilizing values determined
over an extended period of time. In order to more
accurately reflect the wealth at a particular point in
time, a "year of death" basis for the selection of the
sample was utilized in 1982. Returns selected for the
sample are based on decedents dying in 1982. These are
augmented by a sample of all other returns, as well as
the selection of all returns, regardless of the year
of death of the decedent, for wealthy and young dece-
dents. This sample will be selected for a three year
period through December 1984 to estimate personal
wealth in 1982. Since the estate tax return is not due
until nine months after the death of the decedent, a
limited number of returns for decedents dying in 1982
were filed. Therefore, the preliminary nature of the
estimates which primarily reflect the wealth of dece-
dents dying in 1981.

Because the data presented in this article are
estimates based on a sample of Estate tax returns
filed with the Internal Revenue Service, they are
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Figure E
Average, Net Worth and'Debt; Burden,
By Age and Sex, 1976

Average Not Worth

(in 100 thousands)
500r- -

300

200

100

Age

Male Female

Under 50
60 65 To 7~

80
50

Ur

idL

f

under und~,r ue~der undrr under

60 65 7D 7~, t1i 65

Debts as Percentage
of Total Assets

more

subject to sampling, as well as nonsampling, error.
To properly use the statistical da

'
ta provided, the

ma
.
gnitude of the potential sampling error must be

known.

The table below, presents rough preliminary estimates
of the coefficients of variation (CV's), for frequency
estimates. The approximate CV's showh' here, are
int.e.nded only as a general indication of the relia-
bility of the data. For a. number ~other* than those
shown below, the correspondi-hg CV's can be estimated
by i

,
nterpolation.

I Approximated
Number of Coefficient of Variation

Wealthholders 1976 1981

6,600,000 .01 N/A*

4,500,000 ..012 .02
3,000,000 .015 .025
1,500,000 .02 .035

800,000- .03 .05
300,000 .05 .08
200,000 .06 .10
65,000 ..10. .17
45,000 .12 .20
21,000 .18 '. 30
9,000 .27 .45

*N/A Not Applicable

The reliability of estimates based on samples, and
,the use of coefficients of variation for evaluating
the :precision of sample estimates, are discussed in
the Appendix.

Nonsampling error of the estate tax return data was
controlled during statistical processing by a variety
of methods. Among them was a systematic verification
at the field

'
processing locations of the manual data

editing. As a further check on the quality of the
editing small subsamples selected after field verifi-
cation -were reprocessed in the National Office. Key
entry of the data at the processing locations was also
subjected to 100 percent verification.

Prior to tabulation, numerous computer tests were ap-
plied to each return record to check for inconsisten-
cies. Lastly, prior to publication, all statistics and
tables were reviewed.for accuracy and reasonableness.
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Figure F.--All Top Wealthholders With Gross Assets $300,000 or More, by Marital Status, Age, and Sex, 1981

[All figures are estimates based on estate tax return samples--numbers of top wealthholders are in thousands; all
money amounts are in millions of dollars]

Number of
Total Debts and mortgages Net Estate tax return statistics

Item top wealth-
assets worth Number of Gross Net

holders Number Amount
returns estate worth

(1) (2) (3) (4) (5) (6) (7) (8)

All top wealthholders,
total..................... 4,521.7 2,803,800 4,058.9 415,022 2,388,778 60,342 45,894 41,889

Married.................. 3,278.7 1,955,121 2,961.5 324,695 1,630,426 35,623 27,349 24,183
Single ................... 408.1 245,481 323.2 25,276 220,205 4,180 3,127 2,965
Widowed.................. 555.4 384,909 498.8 24,623 360,286 18,897 13,892 13,410
Other .................... 279.5 218,288 275.3 40,427 177,861 1,643 1,527 1,331

Under 50 ................. 1,869.7 953,053 1,740.8 281,030 672,023 3,163 2,059 1,169
50 under 65 .............. 1,608.9 1,065,351 1,453.9 102,300 963,051 11,830 8,647 7,128
65 and over .............. 955.9 740,575 796.9 31,027 709,549 44,273 34,623 33,045

Male....................... 2,950.5 1,707,993 2,709.7 319,310 1,388,683 39,105 30,623 27,175
Married .................. 2.462.4 1,375,840 2,246.8 255,923 1,119,917 30,050 23,515 20,580
Single ................... 190.4 115,239 182.7 19,762 95,477 2,564 2,072 1,945
Widowed.................. 121.5 73,053 106.4 10,616 62,437 5,418 3,931 3,724
Other .................... 176.3 143,862 173.9 33,010 110,851 1,074 1,106 925

Under 50 ................. 1,417.8 679,001 1,386.9 224,415 454,585 2,773 1,836 997

50 under 65 .............. 968.2 604,199 856.8 74,382 529,817 9,023 6,596 5,212
65 and over .............. 517.2 403,644 437.3 20.233 383,410 26,733 21,924 20,713

Female..................... 1,571.2 1,095,806 1,349.2 95,711 1,000,095 21,237 15,271 14,714

Married .................. 816.3 579,281 714.7 68,772 510,509 5,573 3,834 3,~603
Single ................... 217.7 130,243 140.5 5,515 124,728 1,616 1,055 1,019

Widowed .................. 433.9 311,856 392.5 14,007 297,849 13,479 9,961 9,686
Other .................... 103.3 74,426 101.5 7,417 67,010 569 421 406

Under 50 ................. 451.9 274,053 353.9 56,614 217,438 390 223 172

50 under 65 .............. 640.7 461,153 597.1 27,917 433,236 2,807 2,051 1,917

65 and over .............. 438.7 336,932 359.7 10,792 326,139 17,540 12,700 12,333

NOTE: Detail may not add to total because of rounding. Age unknown are not shown separately above. However,
-they are included in the appropriate total.

Figure G.--All Top Wealthholders With Gross Assets Greater Than $500,000, Assets by Sex, 1981

[All figures are estimates based on estate tax return samples--numbers of top wealthholders are in thousands; all
money amounts are in billions of dollars]

Total

Item

Total assets ...........................

Debts ................................

Net worth ..............................

Types of assets:
Cash.................................

Corporate stock ......................

Bonds, total .........................
Corporate and foreign..............
Federal savings ....................
Other Federal ......................
State and local ....................

Life insurance equity................

Notes and mortgages ..................
Real estate ..........................
Noncorporate business................
Other assets .........................

Number of
top wealth-
holders

(1)

1,838.6

1,770.2

1,838.6

1,776.6
1,477.2

736.5
294.3
218.7
278.0
461.6

1,412.6
876.9

1,643.1
827.6

1,780.7

Amount

(2)

1,954.5

293.9

1,660.6

167.4
483.7

117.7
9.0
2.2

33.6
72.9

23.4
74.5

592.7
122.1
372.9

Men

Number of
top wealth-
holders

(3)

1,237.7

1,211.6

1,237.7

1,217.4
1,022.0

444.3
180.6
136.0
183.6
244.8

1,131.5
638.7

1,166.6
611.4

1,205.7

Amount

(4)

1,216.9

235.2

981.7

89.7
309.4

60.1
4.6
1.6

22.6
31.3

21.6
55.1

397.4
85.6

198.0

. Women

Number of
top wealth-
holders

Amount

(5)

600.9

558.7

600.9

559.2
455.2

292.3
113.7
82.6
94.4

216.7

281.1
238.2
476.5
216.2
575.0

(6)

737.6

58.7

678.9

77'. 7
174.3

57.6
4.5
0.6

11.0
41.6

1.8
19.4

:195.3
36.5

174.9

NOTE: Detail may not add to total because of rounding.
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Informal Suppliers in the Underground Economy

By Kevin F. McCrohan and James D. Smith*

Over the last several years a few academic
economists have hypothesized [1] and the press has
publicized [21 the existence of a so-called subter-
ranean or underground economy involving cases of
.Moonlighting, gross receipts skimming, and generally
working off the books to evade payment of tax. These
claims have been supported with indirect circumstan-
tial evidence, anecdotes and theoretical arguments
Direct empirical evidence to support the thesis of
thriving underground economy in the United States,
however, has generally been inadequate.

In determining the overall magnitude of unreported
income for this study, a major problem faced by IRS
analysts was how to estimate taxable income flows to
individuals engaged in activities involving cash-
related informal arrangements. The technique adopted
for an earlier IRS report which dealt in part with
informal suppliers [31 was a consumer expendi-
ture-based approach in which estimates of the propor-
tions of major expenditure categories likely to have
involved payments to informal suppliers were applied
to levels of expenditure by category as measured for
the Bureau of Labor Statistics (BLS) 1972-1973
Consumer Expenditure Survey. While this approach
seemed reasonable, a major concern was the lack of a
credible empirical basis for assumed proportions of
total dollar expenditures by category flowing to the
informal suppliers.

To obtain the necessary empirical basis for
estimating the major consumer expenditures flowing to
informal suppliers, a national consumer expenditure
survey was conducted [4]. To assure respondent
cooperation and confidentiality, the IRS entered into
a contractural agreement with the Institute for
Social Research of the Survey Research Center (SRC)
at the University of Michigan to conduct the
research. The SRC report, The Measurement of
Selected Income Flows in Informal Markets [5], is the
basis for this article.

In conducting the survey, both the IRS and the SRC
were concerned about thoroughly protecting the
confidentiality of the data to be collected. By
contractural agreement, the IRS did not receive, nor
did the SRC prepare, any data that allowed for the
identification of individual respondents.

CONCEPTUAL ISSUES

Although entrepreneurs operating in the informal
economy are not likely to be as sensitive to a
researcher's questions as those in the illegal

economy, it is nevertheless difficult, if not
impossible, to prepare national measurements of
informal economic activity by interviewing the
vendors. Although the source of their income may be
legitimate, they frequently operate at the margin of
conformity with technical requirements for licensing,
permit filing, and performance codes. Even if they
did not owe taxes, some are in technical violation of
filing requirements at State, local, and Federal
levels. Hence they were cautious about discussing
their entrepreneurial activities. Even if inforinal
suppliers were willing to provide information to
researchers, it would be extremely difficult to
design a probability sample from which national
estimates could be derived.

The earnings of informal suppliers include income
from all types of informal economic activity, income
which is conceptually included in the National Income
and Product Accounts, but which may be understated
due to the informal business styles of vendors. Put
another way, these activities generate income which
is within the definitional scope of the national
accounts, but not always captured for lack of admini-
strative records and survey data that adequately
reflect informal activity. Some expenditures on what
are here called informal suppliers may well be
reflected in the Gross National Produce (GNP). This
can happen since consumption expenditures, which form
part of GNP, are estimated by tracing the flow of
commodities from manufacturers through wholesalers to
consumers without distinguishing between informal and
formal transactions. Additionally, not all informal
supplier income is unreported income. For example,
the income of teenage babysitters does not have to be
reported for Federal tax purposes until the return
filing requirements are met. Therefore, the
aggregate amount of total informal transactions
should not be equated with the total amount missed by
the national accounts.

To estimate the unreported income of informal
suppliers, the cost of goods sold and other business
expenses must first be subtracted from their gross
sales. The remaining net income of informal
suppliers, however, is still too large a base from
which to calculate tax loss. Some informal vendors
file tax returns and pay all taxes due on their
incomes. Others may file tax returns and perhaps
underreport their incomes, but after exemptions,
deductions, adjustments, and credits, they may still
have no tax liability. Some may be nonfilers but owe
no tax since excess withholding or payments of tax on
formal income may offset their taxes due on unreported

*Kevin F. McCrohan is an Associate Professor of Marketing at George Mason University, Fairfax,
Virginia. James D. Smith is a Program Director at the Institute for Social Research (ISR),
University of Michigan, Ann Arbor, Michigan. They were Project Coordinator for IRS and Principal
Researcher for ISR, respectively, for the Internal Revenue Service Informal Supplier Study. They
thank Dennis Cox, Chief, Compliance Estimates Group, Research Division, for his comments on
earlier versions of this paper and James Swartzwelder, former Chief of the Unreported Income
Research Group who assisted in the research design for the study. (The views expressed are those
of the authors and do not necessarily reflect IRS policy.) 27



28 Informal Suppliers In the Underground Economy

income from informal sources. Still others may not
be required to file-returns, having incomes that fall
below the filing requirements. These different
categories should be recognized in assessing the
impact of informal transactions on tax reporting
gaps. All the same, the starting point in estimating
the tax gap associated with unreported informal
supplier incomes - begins with a determination of the
size of the informal economy.

The approach ~ taken in the IRS/SRC study was to
measure the size of informal activities by measuring
the expenditures of households in the informal
economy. Although the original intent of the study
had been to measure proportions of total expenditures
that go to informal suppliers, it became apparent
that respondents would have more-difficulty reporting
on proportions than on their ac

'
tual expenditures.

Consequently, it was decided to measure actual dollar
expenditures on a selected list of goods and
services. - By definitionT, a. dollar spent by one
person is a dollar of gross income to another. An
approach based on this theory has both advantages and
disadvantages. The advantages are that purchasers
are willing to talk about their transactions with
informal suppliers and that it is relatively easy to
design a national probability sample of households.
The disadvantages are that purchasers a

*
re often

hard-pressed to differentiate between informal
vendors and other vendors, and frequently require
additional questions to help isolate informal from
formal expenditures. In addition, only purchases by
households, as distinguished . from those by

of $2,938 billion and personal ' consumption
expenditures of .$1,843 bill-ion during the same
period. Based on an analysis of the IRS Taxpayer
Compliance Measurement Program (TCMP) an estimated
$7.3 billion of this amount was reported on personal
income tax returns. This $41.8 billion was the gross
value of sales and should not be construed as the
taxable income of' informal vendors. Some informal
vendors who cut lawns or.babysit are children with no
taxable income. Also, whether a business operates in
the formal, informal, or illegal economy, it faces
operating expenses which reduce net income. Net
profit,i.e., income subject to tax, is but a fraction
(sometimes a negative fraction) of gross receipts.
IRS records indicated that individual income tax
returns with Schedule C (business) income that
appeared to come from informal sources (as defined in
this study) reported, on the average, net profits
which were 59,% of gross.receipts..

.
The range of goods and services sold in the infor-

mal economy is quite extensive. The table below
shows the value of informal transactions in 15 broad
classes of goods and services measured in this study.

Table I
Value of Purchases from Informal Vendors

by Type of Goods,and Services, 1981
(In millions of Dollars)

Amount
Goods and Services Purchased

bUsin-esses,, can be~identified_through a-consumer
survey.

In this approach, it was thought consumers may have
difficulty distinguishing an informal from a formal
supplier. SRC focused group interviews showed,
however, that people have a well-developed sense that
there are vendors who work "off the books" or "on the
side." Indeed, the latter terminology was found in
both the focused discussion groups and in national
pretests to be very much a - part of the - national
vocabulary. It also became clear from - the focused
discussion groups that there is a general belief that
'ion the side"' vendors . are evading their tax
obligations.

Research confined to. individual consumption
expenditures means that only one portion, albeit the
major portion, of informal vendor activity would - be
captured. The extent . to, which, informal, vendors are
used by businesses, -r~'66 thl is not, r . an individuals,
known. The decisio'n.~to",6~&!Ud'e,'busi,,ness,.,purchases
from the study w'a~ . bag6d '.'on., two methodological
concerns. , Although if7..'ei~ould 'b6.' 'fairly simple to
design a national prc§Oilify sample,' 'of commercial
establishments, thdie~ would. be difficulties in
selecting who within, thet firm' should respond to the
survey. Decisions '~- * ~" ' -th~6-~books sourc s may..Ito,. use. off-' e
be made by persons, as. differeni 'from e4ch other as a
vice-president of man,6fa,ctur'i.n-g,' ,,an~ office manager,

.or ..who may occasio6dlly hire anor a night supervis'
informal cleaning '§6ivice. Additionally,. formal
businesses were expected to be more hesitant than.
consumer -6s~ ts in dfs~ sing ..,som!E~wha _ questionable
purchasing practilc3e~s,- -:' ~a~ti6ul~rly. when , such-
discussions have to'*, borrbw_tfr~b` 'from' often crowded*
business schedules [81,.

THE SIZE OF THE'i~FORWL ECONOMY

The earnings. of in
..
forma

;
1

'
s
'
upoliers". as defined

here, are estimated to 'have been' about
'
!$41.8 billion

in 1981. This compares to' a-gross n~ ibna~l product

Home repair and additions
Food
Child care
Domestic service
Auto repair
Sidewalk vendor goods
Flea market goods
Lawn maintenance
Lessons
Fuel
Appliance repair
Adult'care
Cosmetic service
Sewing
Catering

Total.

12'245
9:003
4,955
3,882
2,810
1,782
1,698
1,447

933
749
744
442
411
392
300

41,793 -

The two largest components', of the informal economy
are home repairs and food, which. `kcounted for about
$12.2 billion and $9.0' billion,, respectively, in
1981. Food, which is, sold ':,in informal - markets by
producers, has a relatively. capital7intensive
production process. Home repairs,*. ~on -the. other hand,
are labor-intensive. While.. they. are.,quite, different
in their underlying piodu

*
ction processes, these. two

areas do have in common -wi
,
th all' informal market

activities the fact that they can. be. carried. on- by a
sole proprietor working4, alone% or. ~.with the assistance
of only one or two employees.,

Also, approximately": .0 -billion -was spent for
child care in unlicensed, establishments -and/or in the
home of the family buying care.

I
- Wh6ie-child;care was

provided in the purchaser Is: home, the vendor Was most
appropriately. classified as an informal supplier.
While some child care provided - in,-.,,the vendor's home
may have been of the - formal. economy, it does not
appear that - a - lot. of -, such ) misclassif ication
occurredi , Domestic services were classified as
formal or ihformal, respectively, depending on
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whether the provider was employed through a cleaning
service firm or directly engaged by the consumer.
Very little of the former was found. It appears that
$3.9 billion was spent in this sector of the informal
economy. The repair of automobiles accounted for
another $2.8 billion of expenditure in the informal
economy. The classification of automobile repair
services presented greater problems than did domestic
service or child care, since in automobile repair the
purchaser was not as likely to have a significant
knowledge of the vendor's characteristics.

All purchases made at flea markets and from
sidewalk vendors were classified as taking place in
the informal economy. Flea markets are a more
organized form of informal activity than is sidewalk
vending, but the degree to which flea markets are
organized varies a great deal. Depending upon the
political juridiction, vendors in a flea market may
be required to acquire permits or a license in
addition to paying a booth fee, but otherwise the
flea market vendor has the earmarks of an informal
economy entrepreneur. In 1981, flea markets and
sidewalk vendors accounted for $1.7 and $1.8 billion
in purchases, respectively.

Respondents to the Survey of Consumer Attitudes
(SCA) were also asked about the purchase of lawn and
garden services. In spite of a growing lawn and
garden care industry in the more affluent suburbs,
these services are traditionally supplied by high
school and college age youths. Respondents were
queried about whether the service was provided by a
firm providing lawn care services, or by a person
operating more casually. Very little of the $1.4
billion of reported transactions related to lawn
maintenance seem to have been part of the formal
economy. Lessons, ranging from academic tutoring to
dancing, accounted for $0.9 billion of informal
supplier receipts, while appliance repair accounted
for another $0.7 billion.

Soaring fuel costs have renewed interest in coal
and wood as a source of heat. State and Federal tax
incentives to use wood as a fuel have further
increased homeowners' demand for the fuel.
Respondents were accordingly asked about their
purchases of coal and wood from vendors operating on
the side, as opposed to purchases from established
businesses. For all practical purposes, no informal
market was found in the case of coal, but a
substantial informal firewood market of $0.7 billion
was uncovered by this study. Also, although the care
of adults represented a much smaller part of the
informal economy than child care, nearly $0.4 billion
was spent with unlicensed suppliers of such
services. Finally, about the same amount was spent
in the informal economy for cosmetic services, while
smaller amounts, totaling $0.7 billion, were spent
for catering services and sewing.

Informal Supplier Income _ Reported on Federal Tax
Records

As previously indicated, it is not possible for
consumers to have certain knowledge of an informal
supplier's taxpaying behavior. They may suspect that
the individual who painted their hallway is not
reporting the earnings, but any statement to that
effect would be pure conjecture on their part.
Additionally, some taxpayers providing services which
a consumer would view as being informal could be
expected to file returns and report that income and
others, "moonlighters" for example, might simply
report wages and have their informal income
established on an audit of their tax return. For
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this study two types of informal income were
identified in the IRS Taxpayer Compliance Measurement
Program (TCMP).

1. Misclassified informal income,
2. Properly classified informal incomes.

Within the TCMP file, an informal supplier was
defined as a taxpayer who had income which appeared
to be from an occupation which was covered by the
informal supplier study and did not have any of the
following business deductions: taxes, rent,
insurance, legal and professional fees, pension and
profit sharing plans, employee benefit plans or bad
debts.

1. Misclassified Informal Income

The analysis of TCMP data for 1976 revealed small
amounts of misclassified income (taxpayers reporting
the proper amount of income, but on the wrong line of
the return). Typically the taxpayer reported net
self-employment income as wages. The TCMP examiner
reclassified the income to Schedule C to properly
reflect gross receipts. The occupation and industry
codes on these taxpayers were of types commonly
thought to be part of the informal sector. The kinds
and amounts of expenses allowed suggest that the
individuals operated in an informal manner. The
total amount of gross receipts was projected forward
from 1976 by using changes in nonfarm proprietor
income as measured in the National Income and Product
Accounts. This amount was equal to $0.49 billion for
1981, as shown in Table 2.

Table 2.--Estimated Reported Gross Income and Net Pro-
fit of Informal Suppliers Who Filed Tax Returns, 1976
and 1981

[In millions of dollars]

Type of informal income
reported on Schedule C

1976 '

Total .......................

Reported correctly ................

Reported but misclassified ........

19812

Total.......................

Reported correctly................

Reported but misclassified........

Gross
receipts

(1)

5,452.0

5,089.2

362.8

7,316.6

6,829.5

487.1

Net
profit

(2)

3,053.3

2,722.2

331.1

4,097.5

3,653.0

444.5

'Based on 1976 TCMP results.
2Projected forward by changes in nonfarm proprietor

income as measured in the national income accounts.
NOTE: The weighted average of the ratio-between

gross receipts and net profit is 59 percent.

2. Properly_Classified Informal Income

The analysis of the 1976 TCMP file additionally
revealed substantial amounts of correctly reported
income that quite possibly would be perceived as
informal income by respondents to the informal
supplier income study. An estimate of $6.83 billion
of gross receipts were projected to have been
correctly reported informal self-employment income
for 1981. These results indicate that of the $41.8
billion that consumers reported they purchased from
informal suppliers approximately $7.3 billion was
reported to the IRS.
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Table 3.--Comparison of.Estimates From the Informal -
Supplier Study, the 1972 Consumer Expenditures Survey,
and the.National Income Accounts, as of 1981.

[In billions of dollars]

Informal Supplier Study (ISS)

Expenditure Informal Formal
.category, suppliers suppliers

Total

Food.................... 9.0 246.3 255.3
Housing .................. . 11.5 16.0 27.5

Consumer.Expenditure
Survey (CES) (adjusted)'

Food ................... 240.3
Housing................ 23.5

National Income
Accounts (NIA)

Food ................... 270.7
Housing................ 24. 7

IThe original estimates from the CES were adjusted
to i981 by multiplying the original estimates by the
ratio of 1981 personal consumption'expenditures. to
personai-consumption expenditures

.
for 1972, as record-

ed in the National Accounts. Food and housing expend-
itures were compared because of their significance in
the ISS (51 percent of gross receipts) and the exist-
ence of comparable data'sets.

COMPARISONS WITH OTHER DATA BASES

In -order to validate their estimates of the gross
receipts of informal suppliers, SRC compared the
results of the informal supplier study with other
data bases that, *in principle, measured the total of.
both formal and informal transactions. There were,no
systematic measures of informal supplier receipts to
which the estimates developed from the SRC survey
could be directly compared. There are, however,
survey data which measure total consumption of
households, such as the Bureau of Labor Statistics'
1972 Consumer Expenditures Survey. There are.,also
estimates - of the total - value of transactions for
selected industries. These come from the Bureau of
Economic Analysis and the Census Bureau in the
Department of Commerce and -from the Department of
Agriculture. The informal supplier study was
designed so that for, nearly all measurements of
expenditures with informal, suppliers

9
a comparable

measurement was simultaneously made for expenditures
with formal suppliers. Therefore, it is possible to
add the study estimates of informal supplier receipts
to arrive at a total which, in principle, can be
directly compared to estimates derived .f

'
rom studies

which measure total consumption. Unfortunately, the
results- of.- any such comparison must be qualified
because of a.' number of'..conditions which pre

*
clude

direct ' alignment of the - informal supplier . study
results with those of other studies. -These have to
do with the differing times -at which the informal
supplier study and other, studies- were, done,' the
differing scope of'transkfions'whil6h were measured,
differences in the populations surveyed, and other
factors. 'Despi

,
te.these di

i
fficulties,.comparisoris',can

be made for' some areas of expenditures which shed
light on the credibility of the informal supplier
study estimates. , Table 3 presents such.-, comparisons
for food and for housing-related ex~penditbres.

Comparison of Fo6d:Tip'nsacti6n Expenditures

The approach used to measure fobd purchases' from
informal vendors was to ask respondents if they had
purchasbd food, classified in 'any one of five

categories: fruits and vegetables, dairy products,
meats and fish, jams and cakes, and. other food
products. If they had, they were then asked
questions about the nature. of the establishment from
which they had purchased it--whether directly from a
farmer, or from a roadside stand, a farmer's. market,.
an itinerant vendor with a truck, or some other
source. Based upon the results of these questions,
it was estimated that approximately $9 billion was
spent to purchase food from informal ve

'
ndors.

Respondents were also asked the amount they had spent
in formal sources of food supply such as a grocery
store. As may be seen in Table 3, this amounted to
$246.3 billion. Thus the informal' supplier study
estimated a total of $255.3 billion . of food
expenditures for 1981- The 1972 Consumer
Expenditures Survey (CES) asked.a national sample the
amount they spent for food to be consumed at home.
"Food" was - taken to -mean food and nonalcoholic
beverages purchased at speciality stores, regular
grocery stores, bakeries, dairy stores, vegetable
stands, farmer's markets and directly from farmers.
The CES estimated that Americans spent $93.1 billion
for such food in 1972. When this figure is adjusted
by multiplying it * by the ratio of personal
consumption expenditures in 1981 to . personal
consumption expenditures in - 1972, * as 'reported in the
National Income and Product Accounts (NIPA), the
estimate of 1981 food expenditures based on the CES
comes to $240.3 billion. Estimates of total food
consumption are also-available from the NIPA:'s. The
amount reported for 1981 was $270.7 billion:

Further evidence of the -reliability. of the informal
supplier study estimates of food transactions is
provided by a 1977 study [7] conducted by the
Economic, Statistics,. and Cooperative Service of the
U.S. Department of Agriculture * (USDA). - Section 4 of
the 1976 Direct Marketing Act required the USDA to
conduct surveys to determine the extent of direct'
marketing of agricultural products in the United
States. The USDA, using a national probability
sample of sh6ppers in 1977, estimated that 60 percent
of American households brought food from farmers,
roadside stands, curbside vendors~, pick-it-yourself
farms and orchards, farmer's markets, and truck
vendors selling door-to-door in neighborhoods. The
corresponding estimate from the IRS/SRC informal
supplier study was virtually identical, 61..8'percent.

Comparison of Housing-related Expenditures

By combining several. categories of measurement in
the informal supplier study--appliance . repair,
furniture repair and re-upholstering, child and, adult
care, domestic

*
services, lawn and garden care and

repair of lawn equipment--a housing expenses concept
can, be constructed which is roughly equivalent to
both CES and NIPA concepts of housing expenses. As
seen in Table 3, the total value of such housing
expenses estimated for 1981 in the informal supplier
study was $27.5 billion. This compares favorably to
the. $24.7 billion measured in the 1981 National
Income and Product Accounts and' to .'a 1972 CES-based
extrapolation of $23.5. billion for .1981.

RESEARCH METHDDOLOGY

-The results of , the Survey Research Center (SRC)
study - are based on a national.-~ probability sample of
approximately 2,100 households'which were interviewed
by' phone. - Questions about purchases- in the informal
etonomy~. were''included within a set of questions
broadly economic --in nature which were asked in the
monthly Surveys of Consumer Attitudes,~ conducted. by
the SRC [81.-
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The questionnaire used for the informal economy
study was developed after focused discussion group
sessions with members of families who lived in both
urban and suburban areas and whose incomes were
representative of a cross-section of American
households. The questionnaire proceeded through
three pretests before a final instrument emerged.

Three waves of final interviews, each consisting of
a sample of about 700 households, were conducted
between September and November of 1981. Respondents
were asked to report amounts spent on a variety of
goods and services during the past 12 months. The
three waves were pooled and treated as though they
were a single interview taken at one point in time.
The information collected represents the annual
purchases of consumers during the period from
November 1980 through October 1981.

The questions on informal transactions were asked
in the context of many questions about related
economic activities. The focused discussion groups
and the pretests had indicated that the term "on the
side" was a well-established part of the national
vocabulary. Therefore, the interviewer, before
asking respondents the questions related to the
informal economy, stated the following in a
straight-forward manner:

We would like to ask you some questions about the
opportunities people have to buy goods and services
from persons who sell them on the side.

For each of the areas of consumption, the focus on
the term "on the side" was reinforced by examples, or
by restating the request for information about
purchases made from vendors doing business on the
side. A number of items of information about the
vendor's occupation, the place where services were
done or goods sold, how respondents learned about the
vendor, and whether payment was requested in cash
were solicited to help filter out the estimates of
any formal economy activities that might have crept
into respondent's answers.

CONCLUSION

This study estimated the amount of informal
supplier receipts by measuring the value of household
purchases from informal suppliers. Based on a
national probability sample of approximately 2,100
households the upper limit of informal supplier
receipts, as defined here, is estimated to be about
$42 billion in 1981.

Since this was the first systematic survey measure
of informal supplier receipts, there are no other
survey data to which the estimates from this study
can be directly compared. However, a comparison to
existing data on food transaction expenditures and
housing-related expenditures indicates that respon-
dents were fairly accurate in reporting their
purchases from informal suppliers.

While the receipts of informal suppliers are
significant, they do not appear to be as large as
those implied in discussions which refer to an
"underground economy." Furthermore, taxable receipts
would be only a portion of the amounts reported by
suppliers. It is estimated that more than $7 billion
of the $42 billion informal supplier receipts were
reported by them as gross receipts on their Federal
income tax returns for 1981. In addition, some was
earned by those without a tax return filing
requirement and much of the remaining balance, if
reported, would be reduced by allowable expenses and
deductions.
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Although the comparison between $1,843 billion in
personal consumption expenditures and $42 billion
total received by informal suppliers does not
indicate large amounts of income "on the side", the
perception of large amounts of such income may be
due, in part, to its pervasiveness in small amounts
throughout the economy. Over 80 percent of those
questioned in the survey indicated at least a small
purchase from informal suppliers. Thus, anecdotal
evidence abounds throughout the population even
though total amounts are not large relative to
purchases in the formal economy.

NOTES AND REFERENCES

[11 For example see:

Feige, Edgar L. "A New Perspective on the
Macroeconomic Phenomena: The Theory and
Measurement of the Unobserved Sector of the United
States Economy: Causes and Consequences and
Implications." Paper presented at the September
1980 Meeting of the American Economic Association,
Denver, Colorado.

Feige, Edgar L . "How Big is the Irregular
Economy?," Challenge Magazine, November/December
1979.

Feige, Edgar L. "The Irregular Economy: Its Size
and Macroeconomic Implications." Mimeograph.
Madison, Wisconsin: Social Systems Research
Institute, the University of Wisconsin, 1979.

Gutmann, Peter. "Latest Notes from the
Subterranean Economy," Business and Society Review,
Summer 1980, pp. 15--30.

Gutmann, Peter. "The Subterranean Economy," Taxing
and Spending, April 1979, pp. 4-8.

Gutmann, Peter. "Statistical Illusion, Mistaken
Policies," Challenge Magazine, November/December
1978.

Gutmann, Peter. "The Subterranean Economy'll
Financial Analysts Journal, November/December 1977.

Simon, Carl P. and Ann D. Witte. Beating the

~SL
: e UnderQround Economy. Boston, MA:

u5uNn HouPe Publishing Company, 1982.

[2] For example see:

Bleiberg, Robert. Surfacing the Scratch, Tax Cut
Might Raise Billions from the Underground Economy.
barrons, 1981.

Business Week. "Answers That Unveil the

Underground Economy." October 11, 1982, p-14.

Detroit Free Press. "Underground Economy Zips
Along on Hot Cash," January 1, 1978, D-1.

The Economist. "An Not so Clair de la Lune."
May 5, 1979, Volume 272, 9:95.

Malabre, Alfred L. "The Underground Economy
Grows and Grows," The Wall Street Journal,
October 20, 1980.

Ross, Irwin. "Why the Underground Economy is
Booming," Fortune, October 9, 1978, pp. 92-98.



32 Informal'Suppliers In the Underground.-Economy

[31 U. ~S.' Department of the Treasury, Internal
Revenue Service,* Estimates- of Income Unreported
on Individual Income Tax Returns, U.. S.
Government Printing Office, 1979.

[41 In this survey, informal suppliers were.
identified as follows:

1) ..Own home and vendor's home
m)_-Vendor~s home and garage/studio/shop~
n) Own home and garage/studio/shop
o) In home
p) Outside home
q)- Back of truck
r) Self provide
s) Delivered
t) Back of truck and self provide

1. _Any supplier-of- the following goods and
services who was thought by the respondent
to be working - "an the side" was
conditionally considered an Anformal
supplier. The focused group interviews and.
pretests conducted as part of this study had
indicated that respondents had a good
understanding of what is meant by working
"on the side."

a) Home repair and additions
b) Food purchases from roadside stands
c) Child care
d) Domestic service
e) Auto repair
f) Sidewalk vendors
g) Flea market vendors
h) Lawn maintenance
i) Lessons
j) Fuel
k) Appliance repair
1) Audit Care
m) Cosmetic service
n)-Sewing
o) Catering

2. To reduce the chance that the respondent was
confusing a formal supplier with an informal
supplier, additional screening questions
were asked concerning .- the vendor's
occupation:

a) Regular job
b) Unemployed or laid off
6- On strike
d) Retired
e) Informal establishment or vendor
f) Housewife
g) Student
h) On the side operator
i) Part-time worker
i) Student with regular job
0 Friend or relative
1). Nurse
m) Babysitter
n) Day care center
o) Nursing home
p) Friend or relative and day care operator
q) Other
r) Don't know
s) Undetermined
t) Does not apply

The place where the transactions occurred:

a) Roadside stand
b) Farm market
c) Farmer
d) Roadside stand and farmer market
e) Farmers market and farmer
f) Roadside stand and farmer
g) Roadside stand and farm and farmers

market
h) Own home
i) Vendor's home
j) Commercial market
k) Garage/stuaio/shop

u) Self provide and delivered
v) Back of truck and delivered
w)- Other
x) Don't know

How the respondent found out about the
vendor of the good or service:

.a) Word of mouth
I

from a friend, neighbor,
relative, or co-worker

b) Knew the vendor personally
c) General knowledge of familiarity; "just

knew where to go," "there's a lot in
this area," "been there for years"

d) Noticed in transit; Walked/drove past
it, "saw it from the bus"

e) Roadside sign; sign on the vendor's
building, home, stand, etc.

f) Vendor came to respondent, i.e.,
solicited door to door

g) Card, notice left at respondent's home;
notice on bulletin board

h) Newspaper ad
-i)-Radio-or-TV-ad

j) Billboard-or yellow pages ad
k) Other published material, booklet,

pamphlet, or brochure
1) "Saw an ad" somewhere; ad or brochure

received in the mail and whether payment
in cash had been requested.

3. In general, if the respondents noted that
they found out about the vendor by
newspaper, radio, TV, billboard, or yellow
pages ad, the transaction was classified as
a formal transaction.

4. On the basis of these criteria, the research
team at SRC classified the transaction as:

a) Definitely or probably informal, or
b) Definitely or probably formal.

[51 James D. Smith, Terry Moyer, and Eileen
Trzcinski,11 The Measurement of Selected Income
Flows in Informal Markets;" Appendix A:
Questionnaire: Appendix B: Codebook; Appendix
C: Univariate Tables, Part I and II; Appendix
D: Total Income Flows in Informal Markets;
Appendix E: Transcripts of Focused Discussion
Groups: Port Huron, Detroit, Casa Grande;
Report Prepared for Internal Revenue Service
Contract No. TIR-81-28, Survey Research Center,
Institute for Social Research, The University of
Michigan, Ann Arbor, MI, December 1982. Copies
of this report or of the individual appendices
can be obtained. for a nominal cost from the
Survey Research Center.

[61 Interviewing representative of business
establishments would also call for much better
trained interviewers, who would be expected by
the respondents to be familiar with technical
business and accounting concepts.

[71 See H.S. Linstrom and. Jon Weimer, "USDA Research
on Farmer-to-Consumer Direct Marketing,"
Proceedings for a Tennessee Valley Authority
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Sponsored meeting on Marketing Alternatives for
Small Farmers, Atlanta, Georgia, February 12-21,
1979.

(8] The study of the informal economy was a
supplement to the SRC's existing Surveys of
Consumer Attitudes. SCA's use telephone
interviews conducted with adult men and women
living in randomly-selected households in the
conterminous United States (48 states and the
District of Columbia). Telephone surveys differ
from most personal interview surveys in that the
telephone medium is used both to identify sample
households and to interview them. National

telephone surveys use ten-digit telephone
numbers as elements for selecting a sample. The
Surveys of Consumer Attitudes employ a tech-
nique, Random Digit Dialing (RDD), which makes
random selections based upon the last four
digits of a telephone number after stratifica-
tion by geography and size of exchange has been
accomplished using the area code and central
office code digits of the number. Stratifica-
tion by area and central office codes assures
sample representation of different regions,
states, and metropolitan size categories, giving
every number in the conterminous United States
an equal chance of being selected.
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Nonresident Alien Income and Tax Withheld,
1981

By Chris R. Carson*

During 1981 more than $9.5 billion of income was
paid from U.S. sources to nonresident aliens, i.e.,
foreign individuals, corporations and other
organizations. This was an increase of almost $3
billion, or 45 percent over 1980. Payments to
recipients in the Netherlands Antilles were
responsible for 26 percent of the total increase as
income paid to the Antilles rose from $632 million to
$1.4 billion, or 121 percent in this period.
Recipients in the Netherlands Antilles, a tax haven,
received more U.S. source income than those in any
other foreign country in 1981, surpassing
Switzerland, the United Kingdom, Canada, and the
Netherlands, all of which received more income than
the Antilles in 1980.

A U.S. individual or organization that pays income
to a nonresident alien reports this income and the
U.S. tax withheld on the Form 1042S. While the basic
tax rate is 30 percent, certain types of income are
taxed at different rates. Income paid to countries
that have entered into tax treaty agreements with the
United States is usually taxed at lower rates. The
tax withheld represents final payment of the actual
tax liability in almost all instances. Income that

is connected with the recipient's U.S. trade or
business is exempt from withholding. This income is
taxed separately by the U.S. as though it were

received by a U.S. citizen or corporation.

Foreign corporations received more nonresident

alien income (73 percent) than all other types of

recipients. However, most payments went to

individuals (74 percent), although these payments

tended to be much smaller than those made to

corporations. Dividends and interest, totalling $7.6

billion, represented about 80 percent of the income

paid. As was stated earlier, the Netherlands
Antilles received the most income, $1.4 billion,

followed by the United Kingdom, the Netherlands,
Canada, and Switzerland. The $6.5 billion received

by these five countries nearly equals the $6.6

billion received by all countries in 1980 and

represents 68 percent of all income paid during 1981.

DATA ANALYSIS AND TRENDS

Income paid rose faster (45 percent) than tax

withheld (18 percent) between 1980 and 1981. This

gap (27 percentage points) has widened since 1980

when income rose by 31 percent and tax increased by

11 percent from 1979 figures, a disparity of 20

percentage points. Income exempt from withholding

rose by 69 percent from 1980 while income subject to

withholding rose by 34 percent. This helps explain
why income rose faster than tax withheld. Another

factor was that treaty country income, which is

generally taxed at low rates, rose faster than
nontreaty country income.

The average income paid per form rose 54 percent
from 1980, to $16,623, up from $10,803. Part of this
increase may be due to inflation, how6er, the major
factor was that large interest payments were made by
U.S. corporations to their foreign subsidiaries to
repay loans made through these subsidiaries. The
average income paid to corporate recipients almost
doubled to $92,285 in 1981 compared to about $50,000
in 1980. The corresponding figure for individuals
was up only 8 percent, from $1,600 in 1980 up to
$1,721 in 1981. The large increase in average income
per Form 1042S was due to an increase in overall
income paid in combination with a 5.5 percent drop in
the number of Forms 1042S filed. The average amount
of tax withheld per payment was $1,264, up 25 percent
from 1980.

Country of Recipient

Recipients in five countries, the Netherlands
Antilles, the United Kingdom, the Netherlands, Canada
and Switzerland had Form 1042S income of over $1
billion each in 1981. These couhtries accounted for
83 percent of the total income increase of almost $3
billion since 1980.

Gross Income Paid
(thousands)

Country 1980 1981 Increase

Netherlands Antilles $ 632,163 $1,399,528 121%
Netherlands 699,980 1,339,633 91
United Kingdom 904,316 1,357,044 50
Canada 838,907 1,238,255 48
Switzerland 998,478 li203,878 21

Other Countries 2,502,531 3,023,151 21

As is shown in Figure A below, these countries
received about 68 percent of all income paid.
However, these five countries were responsible for
only 63 percent of the tax withheld by domestic
withholding agents. Adding France, West Germany, and
Japan to this list brings the income total to 88
percent and the tax withheld total to 79 percent. Tax
remitted by foreign governments and withholding agents
is not included as this tax was withheld from income
paid in previous years.

Tax Treaty Countries

All eight of the countries shown in Figure A are
tax treaty countries. Most income paid to recipients
In tax treaty countries is taxed at a lower rate than
income paid to nontreaty countries. This explains

*Foreign Returns Analysis Section. Prepared under the direction of James R. Hobbs, Chief. 35
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why these countries received- 88- percent of all
income, but were responsible for -only 79 percent -of
all tax*withheld.

Income paid to recipients in tax treaty countries
during 1981 rose by 48 percent while income paid to
those in nontreaty countries rose by just 24
percent. This contrasted 'with a 39 percent 'increase
in treaty country income and an 11 percent decline.in
nontreaty country income from 1979 to 1980. 'These
increases were directly attributable to increased
income in existing treaty countries, as no new tax
treaties dealing with Form 1042S withholding became
effective during 1981.

Tax withheld on treaty country income rose by 22
percent as tax withheld on nontreaty income increased,
by 12 percent. Although income and taxes rose more
in treaty countries than in nontreaty countries, it
is interesting to note that the ratio, of increase is
almost exactly the same, i.e., income rose twice as
fast in treaty countries (48 percent) as in nontreaty
countries (24 percent) while tax withheld in treaty
countries also rose about twice as fast (22 percent)
as in nontreaty countries (12 percent).

Income Paid and Tax Withheld
(thousands)

Country Status ~1980 1981 -Increase

Income
-Treaty .16, 909, 728-$8j~735j-873-48%

Nontreaty -6661647 - 825,617 24-
'Total 6,576,375 .9,561,489 45

Tax Withheld
Treaty 589,422 720,392 22
Nontreaty 96-786* lb8,171 12

Total 686:208 828,563 21

.NOTE: More detailed information by'country. and treaty
status is shown in Table 1.

Recipients in tax treaty countries typically enjoy
lower U.S. tax rates. However, if the income is paid
to a foreign nominee . or : fiduciary, , additional
withholding is often required and is collected by the
government in the country of the nominee or
fiduciary. The purpose of -this additional
withholding is to prevent citizens of nontreaty
countries from taking advantage of the lower tax
rates of treaty countries. The foreign government' 'or
withholding agent holds-this additional tax until the
ultimate recipient proves residbncy in,- that ,country.
If residency is not proven within.a,certain period of
time, the tax is remitted to

.
the -United ~8taf6s (see

Table 1, Column 7). In the case of Canada, nominees
and fiduciaries act as' withholding agents and remit
this additional tax directly. to the Internal Revenue
Service (IRS).

"Tax Haven" Countries

A tax haven is generally,.considered to be a country
having tax laws that 'are favorable to foreign
individuals and organizations in an attempt to
attract these investors., The tax haven country
typically benefits by collecting ~cert~in ~,fees or
taxes (at a low tax rate). These foreign individuals
and organizations would . usually not* invest In or
through the tax. haven if.' higher taxes were imposed.
The most successful tax haven countries tend to have
some or all of the following characteristics: 1) Tax
treaties with low or zero withholding tax rates for
most income payments received from foreign countries,

150/.

14%

.
14%

.13%

.13%

5%
4%

12%

Netherland
A~tiu6s
United

Kingdom-

Netherlands

li~ofne sut~ject to as
a pefcent of all incomo

1
7%

5%

2) Cow - or zero tax rates for indiviauals and
organizations within the - tax - haven country, 3)
Secrecy laws to prevent foreign governments from
obtaining financial information. about their own
citizens and organizations, thus protecting the
investors, and 4) No withholding tax on payments to
nonresident aliens.

The amount of income paid to recipients of certain
"tax haven" countries seems to be excessive when
compared to the general level of economic activity of
those countries, as measured by their Gross National
Product (GNP) [1]. The most extreme example of this
was the Netherlands Antilles, where U.S. source
income for 1981 '($1.4 billion) was greater than the
Antilles' GNP ($1.2 billion). This ratio of U.S.
source income to GNP tends to be higher for tax haven
countries than for other countries. Figure B shows
this ratio for certain countries, all of which
probably qualify as tax havens to varying degrees.
The worldwide ratio of U.S. source income to
worldwide GNP (excluding U.S. GNP) is not available
for 1981. However, ' this figure was less than 0.1
percent for 1980.

Although Form 1042S income is not directly used in
calculating the GNP of these foreign countries, if it
is spent on goods

'
made or services performed in that

country it will enter the GNP figure indirectly. A
substantial . amount of U.S. source ' income paid to
recipients of the Netherlands. Antilles clearly is not
spent. on goods ~manufactured or services performed
there.,

The, countries in Figure B all have ratios of U.S.
source income to GNP of at least 10 times the
worldwide ratio for- 1980. The Netherlands Antilles

WF'ef~J;ftn:t r-ff el D mesti
unt..g

V-11 c o rn e?aid, ax triheld
'5 '~O 1'5 ~0 10: 1
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Figure B.--Gross National Product (GNP), Gross Income, Gross Income as a Percent of GNP, Size of Average Payment,

and Percent of Payments to Corporations, by Selected Country of Recipient, 1981

[Money amounts in thousands of dollars]

Size-of of paymentsPercent
Income to GNP ratio

payments
,

to corporations

Country or Geographic area Income as
Rank a percent

Gross
GNP' Rank Average Rank Percent

of GNP
income

(1) (2) (3) (4) (5) (6) (7) (8)

Netherlands Antilles ............... 1 117.6 1,399,528 1,190,000 1 754 4 63

Bermuda ............................ 2 6.5 51,728 790,000 9 34 12 30

Bahamas ............................ 3 5.1 39,482 780,000 12 21 7 37

Antigua ............................ 4 3.8 4,509 120,000 14 20 2 73

Panama ............................. 5 1.3 45,966 3,580,000 15 18 8 34

Switzerland........................ 6 1.1 1,203,878 112,850,000 6 61 15 22

Luxembourg ......................... 7 1.0 57,609 5,790,000 11 22 6 39

Netherlands ........................ 8 0.8 1,339,633 167,980,000 2 138 17 21

British Virgin Islands ............. (2) (2) 24,354 (2)

t
1

7 56 5 44

Cayman Islands ..................... 1 (2) (2) 24,391 ( 2 ) 10 34
1

3
1

65

I
World Bank, 1982 World Bank Atlas.

2GNP data were not available for these countries.

ratio for 1981 (117.6 percent) was 1470 times greater
than the worldwide ratio for 1980 (0.08 percent).
This ratio could not be computed for some tax haven
countries, including the British Virgin Islands and
the Cayman Islands, as their GNP information was not
available for 19al.

Recipients in tax haven countries also tend to
receive larger income payments per Form 1042S than
other countries. Table 2 shows the countries with
the greatest average income per form (with a minimum
of 100 forms filed). Of the 15 countries shown, at
least nine qualify as tax havens. The Netherlands
Antilles headed this list with average income per
form of about $754,000, or 45 times the average for
all countries (almost $17,000). The other countries
in this table tend to be industrialized or oil
producing countries.

Most tax haven countries have a disproportionate
percentage of their income payments received by

corporations. About 63 percent of the total number

of payments to the Netherlands Antilles went to

corporations. This figure was even higher for
Antigua (73 percent) and the Cayman Islands (65
percent). Other tax havens, including the British

Virgin Islands, the Bahamas, Panama, Bermuda and
Switzerland exceeded the 13 percent average for all
countries for the number of payments to corporations.

The Netherlands Antilles ranked high in these three

"tax haven" parameters (income-to-GNP ratio, income

per Form 1042S, and percent of payments to

corporations), being first in two categories and

fourth in the other. As there was no withholding tax

on most interest payments to the Netherlands

Antilles, U.S. corporations often borrow money from
foreign markets through subsidiaries in the

Antilles. The Antilles subsidiary sells bonds

(typically Eurobonds), then lends the proceeds to the
U.S. parent corporation. The U.S. corporation makes

payments to the subsidiary, deducting the interest on
its U.S. tax return. Generally, no withholding tax
is collected and the foreign corporation is taxed in
the Antilles at a low rate on the net interest
income, deducting the interest paid to the Eurobond
holder. The United States is currently renegotiating
its tax treaty with the Netherlands Antilles.

Income Type

TInvestment income, especially interest and

dividends, made up the overwhelming majority of all

income paid to nonresident aliens in 1981. As is

shown in Figure C, dividend income totaled $4.3

billion or 45 percent of all income . Interest

income made up 35 percent of all income, followed by

rent and royalty income which comprised 4 percent.

Dividend income rose faster (36 percent) than

interest income (29 percent) from 1980 to 1981

reversing the trend set in 1979 and continued in 1980.

Tax withheld on dividend income totaled $496
million, or 68 percent of all tax. Generally,
dividends are taxed at higher rates than interest
income in tax treaty countries. This explains why
dividends represented 45 percent of all income, but
tax withheld on dividend income represented 68

Figure C

Percent of Total Income Paid
By Income Type, 1981

I
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percent of the total tax withheld. - Donsequently, SUMMARY
only $95 million of tax' Was withheld -from interest
inco~e ~13 percent of all tax) although interest
payments of $3.3 billion represented 35 percent of
all-income.

Type of Recipient

As in 1980, foreign corporations received the
majority of nonresident, . alien income . paid (73
percent) in 1981. Although individuals received the
most payments (74 percent)-, these.-payments were-much
smaller. ($1,721) than the average payment to a
corporation ($92,285).* Individuals' -re

i
ceived 8

percent of all income, but . had 15 percent of the
total tax withheld from their income. Corporations
received 73 percent of.. . all income but were
responsi for only 61 percent of the -total tax.
This disparity existed because ', 42 percent of
corporate income was exempt from withholding - while
only ~2 percent of income paid to foreign. individua

-
ls

was exempt. Also, some tax* treaties provide that
dividend payments made

'
to

,
a ' foreign parent

~corporation are subject, to a. lower . U.S. tax rate than
dividends' paid to other shareholders. . Each of the
other 'types of rec

'
ipients received less than -.5

percent of all income..

Figure D shows the percent of. income subject to
wit

'
hholjing.and the. effective 'tax rate (tax withheld-

divided by gross income) for eight different
recipient -types. As would be expected, the recipient

-typps-that had-the-highest-percentage-of-their-income-
subject - to withholding also tended to --have the
highest effective tax - rate, except for. private
foundations.. This is because interest, dividend,
rent, and royalty income paid to priva

'
te foundations

was t~xed at 4 percent. These four income categories
comprised 86

*
percent of all income. paid to private

foundations.

Figure D

Percent of Income Subject to Domestic
Withholding and Effective Tax Rate,
By Type of Recipient, 1981
peroen' of Incon"e
Subject to Withholding Effective Tax Rate'
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. Dividends and interest were the most common. types
of U.S. i

'
ncome paid'.to nonresident aliens.

'
Tax_

withheld on dividend income greatly exceeded the- tax
withhel

*
d' on' interest income, however,. *as dividends,

tended' to be taxed at higher rates in certain major
tax treaty countries.

Although most, payments went. to individuals,,' -~the
majority of the

'
total income *was paid'*.' to

corporations. Other recipient types; such
.
- as

partnerships, fiduciaries, ' nominees, government
organizations, exempt organizations, . and private
foundations received both a small percentage of all
payments and a small percentage of the total income.

Recipients, in the major, Western industrial
countries generally received most of 611 income paid;
although, recipients in the lSleiherlands Antilles
received -more income' than any other country. The
Antilles - , a tax haven counfty, 'received more U.S.'
source income than 'it produced in goods and services
(represented by GNP). The vast majority of. all
income was, however, paid 'to countries that are not
tax havens. . ~ :; I

DATA SOURCES AND LIMITATIONS,

Payors of income . to. nonresident aliens- must
withhold tax in accordance with Chapter, 3 of the
Internal Revenue Code. ' The Form 1042S is filed to
report-7this income-and-, the-U-. S-;-tax-withh6ld.

"
Of t.en

the- payor has - -a * f inancial - institution - act* as
withholding agent.

.The present statistics, are tabulated by. calendar
eai, based on all Forms 1042S filed for Tax Year
981. The years indicated in the tables represent

the year in-which the income was paid and the U.S.'
fax withheld, except for the tax from foreign
governments and withholding agents. These.,amounts
are shown by the year the

*
tax was remitted to - the

United
'
States under treaty agreements. . Tax- withheld,

amounts and percentages, shown -in Tables 2 and 3 and
Figures A and D do not include tax withheld by
foreign governments and withholding agents (except
Canada). This additional withholding "cannot be
properly attributed to specific recipient and income
types. Definitions and other information are
available in IRS Publication 515, Withholding of Tax
on Nonresident Aliens and Foreign Corporat ons L2J.

As , all . Forms 1042S are included in 'these
statisticsl, they were not subject to sampling error.
Fbwev&r, the data are subject to nonsampling errors
such.as 6omput6r data entry errors and mino'r'taxpayer'
reporting error

'
s. Forms 1042S with income greater

than $500,000 were manually 'verified. A
.

limited
computerized program was used to test the data foi.
certain basic numerical relationships.

EXPLANATION OF TERMS

Withholding ~ Agent.--Any person - -(individual-)
corporation, partnership*, estate, or trust) required
to withhold tax. Usually the withholdin agent is
the" payor of the income or, a !"person" 1~usually 'a
fiQanc

'
ial institutionY acting on behalf of , the

payjor. -A foreign nominee' or -.fiduciary 'required, to
withhold additional tax under a tax treaty,'is also a.
withholding agent.

Income Effectively Connected With A Trade or
Business 7-Income that is effectively connected with
Efie con uct .of a trade or. business in the United
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States is exempt from withholding. This income is
subject to the same tax rates that apply to U.S.
citizens, residents, and corporations. For example,
if a foreign corporation has operations in the U.S.,
a Form 1120F must be filed and appropriate taxes paid
for the income of this operation. When income is
then paid to the foreign owner it is considered
connected with a trade or business and not retaxed.

Nominee-An entity, chosen or appointed to accept
income or, or act on behalf of, the eventual
recipient of the income. Typically, a financial
institution acts as nominee.

Income paid

Table l.--Number of Forms 1042S Filed, Gross Income Paid, Tax Withheld, and Other Items, by Selected Treaty and
Nontreaty Countries, 1981

(Money amounts are in thousands of dollars]

Country or Geographic area

Total ....................

Treaty country, total..........
Australia ....................
Austria......................
Belgium......................
Canada .......................
Denmark......................

France .......................
Germany, Federal Republic ....
Greece .......................
Ireland......................
Italy ........................

Japan ........................
Luxembourg ...................

Netherlands..................
Netherlands Antilles .........
Norway.......................

South Africa.................
Sweden.......................
Switzerland..................
United Kingdom...............

Other treaty countries .......

Nontreaty country, total .......
Argentina ....................
Bahamas ......................

Bermuda......................
Brazil .......................
Cayman Islands ...............

Hong Kong....................

Israel .......................
Kuwait .......................
Liechtenstein ................
Mexico .......................
Panama.......................

Portugal .....................
Puerto Rico..................
Saudi Arabia .................
Spain ........................
United Arab Emirates.........
Venezuela....................
Other nontreaty countries ....

Number of
Forms
1042S
filed

(1)

575,207

479,415
8,494
3,008

11,870
258,241

1,767

13,091
47,355

3,818
3,694
6,936

5,630
2,588
9,706
1,857
3,197

2,029
4,867

19,845
65,524

5,898

95,792
4,266
1,886
1,522
1,935

718

9,609
2,855
3.818

842
8,576
2,531

993
2,792
1,593
3,777

530
4,495

43,054

Total

(2)

9,561,489

8,735,873
25,350
11,259

117,749
1,238,255

10,342

650,496
621,556

15,343
14,231
47,948

519,568
57,609

1,339,633
1,399,528

7,789

4,300
45,541

1,203,878
1,357,044

48,454

825,617
7,338

39,482
51,728

7,014
24,391

34,354
10,161
4,747

14,805
30,666
45,966

12,174
4,835

211,322
17,123
48,135
13,144

248,232

Exempt from
withholding

39

Nonresident Alien.--For purposes of this article, a
nonresident alien is defined as an individual whose
residence is not within the United States and who is
not a U.S. citizen. Also, corporations and other
organizations created or organized outside the United
States are considered nonresident aliens.

REFERENCES

[11 Woiid Bank,
1982

World Bank Atlas.

[21 Department of the Treasury, Internal Revenue
Service, Publication 515, Withholding of Tax on
Nonresident Aliens and -Foreign Corporations
(Revised Nov r iY81).

(3)

3,673,287

3,309,648
5,979
4,596

14,036
449,317

2,380

169,799
407,308

2,999
8,386

17,778

139,756
27,301

291,713
1,052,306

2,577

544
11,998

182,365
503,748
14,762

363,639
2,574
1,344
9,214
1,489

17,402

3,257
1,553

56
753

4,843
89260

151
3,611

207,600
5,895

46,487
6,806

42,344

Subject to
withholding

(4)

5,888,203

5,426,225
19,371
6,663

103,712
788,939

7,962

480,697
214,248

12,344
5,845

30,170

379,812
30,309

1,047,920
347,222

5,213

3,755
33,543

1,021,513
853,296
33,691

461,978
4,764

38,138
42,514

5,524
6,989

31,097
8,607
4,692

14,052
25,823
37,707

12,023
1,224
3,722

11,228
1,647
6,338

205,889

Total

(5)

828,563

720,392
4,021
1,095

16,301
115,368

1,235

51,798
26,035
3,514

919
6,853

38,687
7,294

88,319
26,621

853

1,089
3,434

221,172
100,260

5,524

108,172
1,365
6,941

12,624
1,556
2,003

8,901
2,202
1,302
4,100
7,558

10,905

715
335

1,078
3,073

164
1,863

41,487

Tax withhel

Domestic
withholding

agents

Foreign
Governments

and

withholding
agents

(6)

727,308

619,137
4,021
1,046

15,206
115,367

1,224

51,380
26,035

3,514
826

6,853

38,687
5,066

87,663
26,621

853

1,089
3,434

126,046
98,682
5,524

108,172
1,365
6,941

12,624
1,556
2,003

8,901
2,202
1,302
4,100
7,558

10,905

715
335

1,078
3,073

164
1,863

41,487

(7)

101,255

101,255

49
1,095

1
11

418

93

2,228
656

95,126
1,578

NOTE: Detail may not add to total because of rounding.
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Table 2.--Number of Forms 1042S Filed, Gross Income Paid, Tax Withheld, Average Gross Income Paid and Average Tax
Withheld, by Selected Country of Recipient, 1981

[Money amounts are in thousands of dollars]

Co6ntry*or,G&ographic area

All countries.....................

Netherlands Antilles.....................
Netherlands .............................
Saudi Arabia .............................

Japan ...................................
United Arab Emirates ....................
Switzerland..............................
British Virgin Islands ..................
France..................................

Bermuda ..................................
Cayman Islands ..........................
Luxembourg ..............................
Bahamas .................................
United Kingdom ................. ........
Antigua .................................
Panama....
Other countries.......................... .

Number of
Forms
1042S
filed

(1)

575,207
1,857
9,706
1,593
5,630

530
19,845

433
13,091

1,522
718

2,588
1,886

~5,524
226

-2,531-
447,527-

Total

(2)

9,561,489
1,399,528

339,633
211,322
519,568
48,135

1,203,878
24,,354

650,496

51,728
24,391
57,609
39,482

1,357,044
4,509

-45,9W
2,583,846

Gross income-

Average
per
Form

17
754

.138
133

92
91
61
56
50

34.
34
22
21
21
20

-18--
~6-

Average
as a

percent
of all
country
average

(4)

100.0

4,533.8
830.3
798.0
555.2-
546.4
364.9
338.4
298.9

204.5
204.4
133.9
125.9
124.6
120.0

~109-3-
34.7

Total

(5)

727,308
26,621
87,663

1,078
38,687

164
126,046

3,014
51,380

12,624
2,003
5,066
6,941

98,682
2

-10,905-
2~6,432

Tax withheld

Average
per
Form
1042S

(6)

14
9
1
7

(1)
6
7
A

8
3
2
4
2

4-
1

Average
as a

percent
of all
country
average

Qj

100.0

1,134.1
714.5

53.5

24.4
502.5
550.8
310.5

656.2
220.7
154.9
291.2
119.1

0.8
-340-.9-

.45.3

'Less than'$500.
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Table 3.--Number of Forms 1042S Filed, Gross Income Paid, and Tax Withheld by Selected Income Type. by Selected
'Recipient Type and Selected Country of Recipient, 1981

[Money amounts are in thousands of dollars]

41

Number of Gross Tax withheld
Country or Geographic area Forms

1042S
filed

income
paid Total Interest Dividend

Rent and Personal
royalty service

ALL RECIPIENTS
(1) (2) (3) (4) (5) (6) (7)

Total ........................... 575,207 9,561,489 727,308 95,336 495,936 25,151 12,109
Bahamas ............................... 1,886 39,482 6,941 939 4,954 131 25
Belgium............................... 11,870 117,749 15,206 3,319 8,758 10 49
'Bermuda ............................... 1,522 51,728 12,624 4',953 5,594 1,495 123
Canada.-..... ............................ 258,241 1,238,255 115,367- 34,570 49,040 5,624 1,552
France

............ r....................
13,091 650,496 51,380 8,683 34,982 1,758 516

Germany, Federal Republic ............. 47,355 621,556 26,035 426 12,544 231 880
Hong Kong ............................. 9,609 34,354 8,901 836 7,713 38 19
Italy ................................. 6,936 47,948 6,853 907 1,949 2,632 556
Japan ................................. 5,630 519,568 38,687 7,310 11,131 7,029 735
Luxembourg ............................ 2,588 57,609 5,066 540 4,020 5 6

Mexico ................................ 8,576 30,666 7,558 1,104- 3,511 1,437 186
Netherlands ......... .................. 9,706 1,339,633 87,663 511 78,984 10 373
Netherlands Antilles .................. 1,857 1,399,528 26,621 1,410 24,995 46 20
Panama ................................ 2,531 45,966 10,905 1,252 7,926 Ar 59
Saudi Arabia ........................... 1,593 211,322 1,078 76 843 2 -
Sweden................................ 4,867 45,541 3,434 143 1,250 13 858
Switzerland ............. : ... I.......... 19,845 1,203,878 126,046 15,903 99,926 347 532
United Arab Emirates .................. 530 48,135 164 1 155 - 1
United Kingdom ....* .................... 65,524 1,357,044 98,682 1,700 85,206 750 2,525
Other countries ....................... 101,450 501,031 78,097 10,753 52,455 3,519 3,094

INDIVIDUALS

..........Total................. 426,142 733,383 106,191 12,102 63,597 7,611 10,694.
Bahamas............................... 862 3,267 813 74 621 89 25
Belgium............................... 7,450 8,999 1,132 134 869 3 49
Bermuda............................... 682 1,968 518 47 309 27 121
Canada ................................ 196,383 162,676 18,010 2,809 9,556 1,431 1,229
France ................................ 10,608 45,394 4,569 667 2,582 571 504
Germany, Federal Republic ............. 39,598 57,317 5,478 311 3,549 224 880
Hong Kong............................. 7,658 16,470 4,589 173 4,340 27 16
Italy ................................. 5,833 24,659 5,198 436 779 2,631 556
Japan................................. 3,896 16,861 1,514 183 417 116 337
Luxembourg ............................ 935 2,241 415 6 402 - I

Mexico ................................ 7,624 20,176 5,096 541 2,671 1,006 186
Netherlands........................... 5,527 26,533 2,887 26 2,402 4 367
Netherlands Antilles .................. 481 8,625 697 14 601 28 14
Panama ................................ 1,372 10,954 2,948 306 2,366 2 50
Saudi Arabia .......................... 1,398 3,068 698 32 507 2 -

Sweden ................................. 4,321 8,767 1,569 106 298 13 857
Switzerland........................... 9,809 75,095 10,666 791 8,739 286 382
United Arab Emirates .................. 438 270 72 1 63 - 1
United Kingdom........................ 37,803 86,851 9,965 496 5,621 246 2,234

Other countries ....................... 83,464 153,192 29,357 4,949 16,905 905 2,885

CORPORATIONS

Total ........................... 76,036 7,017,018 447,207 67,970 286,802 16,748 1,260

Bahamas............................... 689 16,057 4,577 794 3,462 42 -

Belgium............................... 3,703 89,769 11,218 2,810 5,798 7 -

Bermuda............................... 455 42,493 10,028 4,737 3,867 1,387 2
Canada ................................ 33,148 883,777 73,499 28,927 20,887 3,987 250
France ................................ 1,155 465,644 28,362 3,283 19,745 11109 11
Germany, Federal Republic ............. 2,119 289,204 14,676 86 5,470 6 -

Hong Kong ............................. 628 10,976 2,550 593 .1,691 11 3
Italy ................................. 430 19,567 1,157 442 715 - -

Japan................................. 1,403 478,570 35,154 6,638 10,420 6,745 390

Luxembourg ............................ 997 41,791 3,178 421 2,351 5 5

Mexico ................................ 370 7,262 1,945 498 458 426 -

Netherlands ........................... 2,041 1,165,835 63,890 448 56,433 2 1

Netherlands Antilles .................. 1,163 1,329,669 19,020 1,363 17,623 12 7

Panama ................................ 849 29,257 6,777 846 4,485 71 10

Saudi Arabia .......................... 32 615 180 26 154 - -

Sweden ................................ 153 30,360 1,352 31 620 - 1

Switzerland........................... 4,414 885,624 85,427 11,071 66,219 55 120
United Arab Emirates.................. 16 347 52 - 52 - -

United Kingdom........................ 14,178 967,978 47,240 738 40,634 425 288

Other countries .......................
1

8,093
1

262,223
1

36,925
1

4,218
1

25,718
1

2,458
1
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Individual Income Tax Returns:
Selected Characteristics
From the 1982 Taxpayer Usage Study

By Dorothea Riley*

The number of individual income tax returns filed
through April of this year was 90.0 million, down by
about 0.7 million from the comparable period last
year. This decline was influenced by many factors;
the most important of these may have been the passage
of the Economic Recovery Tax Act of 1981, as explained
below, and the decrease in average employment of about
850,000 in Tax Year 1982 (1]. Also contributing to
the decline may have been the impact of the automatic
four-month extension of time to file this year,
compared to the automatic two-month extension last
year.

The overall decline in total returns filed was in
the number of short forms filed--when Forms 1040A and
the new, simpler, Forms 1040EZ were combined, the
total volume was down by 1.8 million or 5.0 percent
from the comparable period last year. The switch from
the short to the long form reflects patterns observed
in prior years when new tax laws were implemented
making one tax form more desirable than the other [2].

This year, a new form, the Form 1040EZ, was provided
for use by certain single taxpayers [3]. Use of this
Form 1040EZ was encouraged because it provided signi-
ficant simplification for eligible filers. Through
April, nearly 15 million taxpayers had filed their
individual income tax returns on the new Form 1040EZ
(see Table 1).

Two new lines were added to the Form 1040A, one for
the deduction for married couples when both worked and
the other for a limited charitable contributions
deduction for non-itemizers. Still, the proportion of
Forms 1040 filed continued to increase (see below).

Number of Forms 1040, 1040A, and 1040EZ Filed
Through April

(Thousands of returns)

Form Type 1980 1981 1982
Total ... EF9-,154 ~0__,670 89,964

Long form (1040).. 52,840 53,544 54,687
Short forms, total 36,314 37,126 35,277

1040A ...... 36,314 37,126 20,492
1040EZ ..... - - 14,785

FILING IMPACT OF ECONOMIC RECOVERY TAX ACT

example, the more liberalized laws on the eligibility
requirement for Individual Retirement Accounts (IRAs)
made it possible for more people to be eligible to
purchase IRAs, and as a result caused a substantial
increase in the number of 1040 returns filed reporting
payments to an IRA, over the comparable period last
year. Taxpayers who previously filed on a Form 1040A
because they had no adjustments to income, but this
year purchased an IRA, were now required to file a
Form 1040.

Payments to an Individual Retirement Account (IRA)

An estimated 11.4 million taxpayers (Table 2.1)
claimed IRA deductions on their 1982 Forms 1040--more
than 3 1/2 times last year's figure when only 3.2
million taxpayers reported payments to an IRA.
Beginning in 1982, taxpayers could purchase IRA
accounts even if they were covered by their employer's
pension plan. The limitation on the IRA deduction was
$2,000 per individual (or that individual's earned
income, whichever was less). For 1981 and earlier
years, the limitation was $1,500 (or 15 percent of the
individual's earned income, whichever was less).
Married individuals, when both were employed, were
limited to a combined $4,000 for their separate
IRA's. Married couples with only one wage earner
could claim a total of $2,250. However no more than
$2,000 could be contributed to either spouse's IRA.
The amounts paid into the IRA accounts could be
claimed as adjustments to income and deducted in
arriving at adjusted gross income (AGI).

Table 2.2 shows the number of taxpayers claiming
IRA deductions and the maximum amount allowed for
their filing status. Of the 11.4 million taxpayers
reporting payments to an IRA, almost 4 million of them
reported payments of $2,000 exactly and 3.1 million
reported payments of $2,251 to $4,000. As expected,
the higher the income, the more likely the taxpayer
would be to purchase an IRA. For taxpayers with AGIs
over $30,000, the percentage claiming an IRA deduction
was 58.4. By contrast, taxpayers with AGIs under
$20,000 reported IRA deductions on only 18.4 percent
of the returns. IRA deductions were most often
reported on returns filed by married taxpayers filing
joint returns and least often reported by married
taxpayers filing separate returns.

The Economic Recovery Tax Act of 1981 included a
number of provisions that took effect on January 1,
1982 that would cause taxpayers who had previously
filed their tax returns on a Form 1040A to file their
1982 tax returns an a Form 1040. Two major changes
which might have produced this shift are the
Individual Retirement Accounts and the two-earner
marital deductions. These two factors, either
directly or indirectly could account for much of the
increase in the number of Forms 1040 filed. For

Two-Earner Marital Deduction

The new deduction for two-earner married couples,
which was intended to eliminate the so-called marriage
penalty [41, was claimed on 45.0 percent of all the
joint returns filed through April. This deduction
could be claimed whether or not the taxpayers itemized
their other deductions. Table 3 shows that 20.3
million taxpayers claimed the marital deduction on
their joint returns.

*Individual Special Projects Section. Prepared under the direction of Peter Sailer, Chief. 43
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Taxpayers who filed on Form 1040 and claimed the Form 1040 Returns with Exclusion for Reinvested Public
two-earner marital deduction were required to attach a Utility Dividends: Size of -Exclusion by Presence or
Schedule W (Deduction for a Married Couple When Both Absence of All-Savers Certificate Interest Exclusion
Work). Almost 17 million Form 1040 filers attached (Number of Returns in Thousands)
Schedules W to their 1040.

Charitable Contributions for Non-Itemizers

A new limited deduction for charitable contributions
was allowed for Tax Year 1982 for taxpayers who did
not itemize their deductions. The deduction was for
50 percent of charitable contributions, but the
maximum amount of -this limited deduction was $25
($12.50 for married taxpayers filing separate
returns). This deduction could be claimed on any of
the three forms. An estimated 20.8 million taxpayers
claimed the limited deduction for charitable
contributions. It was claimed on 51.8 percent of. the
Forms 1040 without 'itemized deductions, 26.9 percent
of the Forms 1040A and 22.6 percent of the Forms
1040EZ.

Non-itemized.returns--Forms
Charitable Contributions (returns in thousands)

Total 1040 , 1040A I Z
Entry, total ............ 20,809 12,054 '5,412 3,347

$1 under $25 ......... 4,257 1,688 1,285 1,284
$25 .................. 15,454 9,579 3,828 29047
More than $25 ........ 1,099 788 298 *13

can-be-seen-above-about-three-fourths-or 15.5
million of the returns claiming the limited charitable
contribution took the maximum $25. An estimated 1.1
million taxpayers erroneously claimed in excess of the
$25 maximum (most of these were merely_entr*ies placed
on the-wrong line).

All-Savers Certificate Interest

-Exclusion of interest * received on the All-Savers
Certificate (ASC) was reported on 4.6 million of the
returns filed through April of this year. Last year
there were only 1.2 million such returns filed for the
comparable period. The maximum exclusion was $2,000
for joint returns, $1,000 for all. others. For Tax
Year 1982, the amounts of ASC exclusion had to be
reduced by any ASC interest excluded for Tax Year 1981.

The 4.6 million ASC returns for Tax Year 1982
represents a full year's worth of activity whereas
last year the 1.2 million represented only the first
three months of ASC activity. , (The certificates were
not available until October 1, 1981, and - many
financial institutions had reported that they would
pay interest on ASC's only at the end of their
one-year term) [5]. Of the 4.6 million taxpayers
reporting All Savers Certificate -Interest exclusion,
4.3 million of them filed a Form 1040, as might be
expected, since such taxpayers tend to have higher
incomes than short form filers (see Table 4).

Amount of Reinvested All-Savers Certificate
Dividend Interest Exclusion

Total EntrV No Entry
Total ..... 872 309 563

Under $750 .......... 647 211 436
$750 ................ *28 *14 *14
$751 under $1,500... *56 *14 *42
$1,500.............. 141 *70 *70

Estimate should be used with caution because
of the small number of sample returns on which
it is based.

SHIFTS IN FILING STATUS

Figure A shows the distribution of returns by filing
status for the past two years. The decline between
tax years 1981 and 1982 in taxpayers filing single
returns and the increase in jointly filed returns are
quite apparent.

Number of Returns Percent
Filing Status 1981 1982 Change

Total ........... 90,670 89,964 - 0.8
Joint Returns ............. 42,330 44,977 6.3
Nonjoint Returns.......... 48,3~40 44,987 - 7.5

-Long Forms ........... 53,544 54,687 2.1
Joint Returns ............. 34,019 36,205 6.4
Nonjoint Returns .......... 19,525 18,482 - 5.6

Short Forms .......... 37,126 3
*
5,277. - 5.0

Joint Returns ............. 8,310 - 8,773 5..6
Nonjoint Returns .......... 28,816 26,504 - 8.7

Married taxpayers who may have previously filed
single returns or separate returns on Form 1040A may
have preferred to file a joint return. for Tax Year
1982 in order to claim the two-earner marital
deduction. When their incomes were combined, the
taxable amount may have exceeded the $50,000 limit for'
the Form 1040A, and, thus, they were required to file
on the Form 1040. This year, the number of married
couples filing jointly on the long Form 1040 increased
by 2.2 million, while-there was a corresponding decline
.of 2.5 million of single filers on the short forms.

INCOME DISTRIBUTION AND NONTAXABLE STATUS

The percentage of returns with AGI's of $15,000 or
more increased from 44.8 percent for 1980 to 48.6
percent for 1982. During the same period, returns
with AGI's under $15,000 decreased from 55.1 percent
to about 51.4 percent.

Public'Utility Dividend Exclusion

For Tax Year 1982, a new exclusion of certain
reinvested dividends from public utility companies was
allowed. Up to $750 a year ($1,500 on a joint return)
of dividends from utility companies could be excluded
from taxable income If the dividend proceeds were
reinvested in additional shares~ un

"
de

*
r a qualifying

company reinvestment plan.....An -estimated 872 thousand
taxpayers had an 'entry for Exclusion of Qualified
Dividend Reinvestment 'in Stock from Public Utilities;
309 thousand of these also reported All Savers
Certificate Interest exclusions.

Tax Adjusted Gross Income
Year. (Percent of Total)

Under $15
'
000 $15,000 or

.
more

1980 ............. 55.1 44.8
1981 ............. 54.0 45.9
1982 .............. 51.4 48.6

-The number of retu
'
rns with AGI's of $50,000 or more

increased from 2.5 million for 1980 to about 3.0
million for 1981, and 3.7 million for 1982. Inflation,
as well as higher real incomes, contributed to the
increase. Since IRA contributions and the two-earner
marital, deduction are adjustments to income which, are
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Figure A
Distribution of Tax Returns by Filing
Status Tax Years 1981 and 1982

1.2% Married Filing
Separately

0.2% Qualifying
Widow(er) with
Dependent Child

8.7% Head of
Household

1,2% Married Filing
Separately

0.1% Qualifying
Widow(er) with
Dependent Child

43.2%
Single

40.0%
Single

46.7%
Married
Filing
Jointly

1981

50.0%
Married
Filing
Jointly

deducted in calculating AGI, they affected AGI
reported on a return, and, thus, may have slowed the
rate of increase of returns moving into higher AGI
classes. Still, the movement into higher AGI classes
is evident as can be seen for the three years in
Figure B. The greatest movement was in the AGI class
$30,000 under $50,000.

Nontaxable Returns

Of the 90 million returns filed through April of
this year, 17.1 percent showed no entry for income tax
(income tax before credits), compared to 19.7 percent
with no entry for income tax for 1981. This decline
for Tax Year 1982 is directly related to the sharp
decline in the number of returns filed with incomes
under $5,000 from (19 million for 1981 to less than 15
million for 1982). The extent to which taxpayers who
were in this income bracket experienced increases in
income, thereby becoming taxable, or decreases in
income, thereby falling below the filing requirement
level and dropping out of the tax system, has not been
determined. Table 5 shows the total number of returns
filed, with and without an entry for income tax, for
Tax Years 1980, .1981, and 1982, by size of adjusted
gross income.

PAID PREPARER SIGNATURES

The proportion of returns with a paid preparer
signature was 40.1 percent for Tax Year 1982 compared
to 37.3 percent for Tax Year 1981. The proportion of

returns with a paid preparer synature had been on a
decline for a number of years 61. The increase for
1982 was concentrated in the Forms 1040 where 56.8
percent had a paid preparer signature (See Table 6).

As expected, when the ratio of Forms 1040 to Forms
104OA/1040EZ is on the rise, the percent of returns
with paid preparer signature also rises because
taxpayers using the Forms 1040 are concentrated in the
higher AGI classes and tend to have more complex tax
returns. Although the new Form 1040EZ contained only
11 lines, with instructions for each line an the
reverse of the form, 3.3 percent of these returns had
a paid preparer signature. Figure C illustrates the
degree to which use of paid preparers increases as AGI
increases.

ATTACHED FORMS AND SCHEDULES

The Form W-2 (Wage and Earning Statement) continues
to be the most prevalant attachment to the tax returns,
followed by the Schedule A (Itemized Deductions) and
the Schedule B (Interest and Dividend Income). Table
7 shows that the W-2 Statement was attached to 85.5
percent of all the returns filed--on almost 96 percent
of the Forms 1040A and on 98 percent of the Forms
1040EZ, compared to 78.2 percent for Forms 1040.

The percentage of Forms 1040 with Schedules A
attached has steadily increased, from 46.7 percent in
1978 to 57.4 percent in 1982 (see below). These
estimates represent an increase of almost 11
percentage points for the five-year period and an
increase of 4.7 percentage points from 1981 to 1982.
The increase from 1981 to 1982 is probably due to
increases in average incomes and expenditures without
a corresponding increase in the allowable standard
deduction. It is reasonable to assume that as
inflation rises, expenditures for deductible items,
such as deductions for real estate taxes, interest on

Percent with Itemized Deductions
Tax Year Form 1040 All Returns

1978 ......... ___4C_7 27.6
1979 ......... 49.6 28.9
1980......... 51.7 30.6
1981 ......... 52.7 31.1
1982......... 57.4 34.9

Figure B.
Percent of Returns by Adjusted Gross
Income Class
Tax Years 1980, 1981, 1982

01 1 1 1 1 1
Under $5,000 $10,ODO $15,000 $20,000 $X000 $50,000

$5,000 under under under under under and
$10,000 $16,000 SX,000 SW,000 $50,ODO over
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OFFICIAL PREADDRESSED LABEL AND ENVELOPE USAGE

- Figure C
Use - olf Paid.Preparers by Adjusted Gross
Income-.Class
Percent of
PaidI Preparers

10Or

$5 000 $10,0&0 $15,000 S20,000 $aO,000 $50,000
under under under under under and

$10,000 $15,000 S20~000 $30 000 $50,000 over

Adjusted Gross Income Class

home mortgages, and interest paid on consumer
installment , credit 'also rise. Purchasing 'of
residential real estate. was on the rise in 1982.
According to statistics published by the Federal
Reserve System, the level of new home construction and
home mortgage loans were nearly. 50. percent above the
cyclical low reached a year, earlier.. As mortgage
rates began to decline during:198Z, the demand for new
houses escalated [7].

The percentage of Forms 1040 with a Schedule B
attached was virtually--unchanged--47,.O, percent for
1981 and 46.6 percent-for 1982 (see,.Table 9).

The percentage.of Form 10
.
40 returns with the Form

4562 (Depreciation) attached was 14.2 . for .1982,
compared to 7.7 percent for 1981. , This. increase was
caused by a provision of the Economic 'Recovery Tax Act
of 1981 which revoked the old depreciation system
based on the "useful life" of property, and replaced
it with the Accelerated Cost Recovery System (ACRS)
for busiiness property placed in service after December
31, 1980. The ACIRS provides for a faster write-off of
business assets. -It may have encouraged, -self-employed
persons to.repl4ce older equipment earlier.

UNEMPLOYMENT COMPENSATION

An estimated 10.4.million of the taxpayers who filed
through April reported unemployment compensation. as
income for Tax Year 1982.. About 7 million of these
taxpayers were -married filing a -joint return. About
5.3 million taxpayers reported both taxable and
nontaxable unemployment compensation, while almost 4.5
million reported no taxable unemployment compensation.
The amounts above which unemployment compensation
became taxable were 'lowered from T~x Year 1981 to Tax
Year. 1982, from' $25,000 -to $16,000 for. married
taxpayers filing jointly, and, from $20,000 to $12,000
for'other taxpayers (see Table.8).

Use of the o
-
fficial IRS mailing labels increased by

2.0 percentage. points over the comparable period last
year. Returns without paid preparer signatures were
more likely to have the label than were those with a
paid preparer signature--34.9 million without a tpaid
preparer signature and 20.8 million with a paid
preparer signature used the label. However, in spite
of the fact that a smaller proportion of 1040A's than
of 1040's had paid preparer signatures, label usage
was lower on'these forms than on the 1040 (see Table
10).

Use of official IRS coded envelopes also increased
for Tax Year 1982--from 75.7 percent in 1981 to 77.2
percent for Tax Year 1982. Use of the envelope was
greatest with the new Form 1040EZ and least for the
Form 1040, possibly reflecting practices of paid
preparers to mail several tax returns they prepared in
one envelope.

A new return envelope with a refund check box was
placed - in ' the' 1982 Individual Income Tax Packages.
Taxpayers were encouraged. to use the return envelope
and to indicate (by placing an X in the check box) if
the return enclosed was a "refund" return. The
objective was to allow the Internal Revenue Service to
presort mail into refund and non-refund items so that
the no.n-refund items, which had the highest probability
of having a remittance enclosed, could be opened
first. This procedure was intended to increase the
government I s-cash-f-low-and-t-hereby-produce' a-savings
in interest -costs - to the- government. It is estimated
that 55.7 percent of all the returns were "refund"
returns, 53.0 percent of them had an X in the check
box on the envelope (see Table 11).

DATA SOURCES AND LIMITATIONS

Data for the Taxpayer Usage Studies (TPUS) were
derived from a continuous daily sampling of returns at
the time of their receipt at the Internal Revenue
Service Centers. Sampling was conducted at a desig-
nated 1 in 13,000 rate for Tax Years, 1979 and
1980--and I in 15,000 for Tax Years 1981 and 1982.
Estimates from the annual Taxpayer Usage Studies apply
exclusively to the Forms 1040, 1040A, and 104CEZ
Individual Income Tax Returns filed on current year
tax forms, and cover about 94 percent of the total
individual returns. expected to be filed for the year.
The designed sampling rate was set at I in 15,000 in
order to. yield a sample of about 6,500 Forms 1040,
1040A, and 1040EZ from the Tax Year 1982 filing
population, , projected to be about . 95.5 million
individual income tax, returns. However, in recent
years, the average effective sampling rate has
exceeded the designated rate; in addition, the
effective rate for 1040A's has exceeded that for
10401s. The effective rate for the 1040EZ's exceeded
that for the 1040A's and the 1040's for Tax Year
1982. Because of the differences between designed and
effective sampling rates, the estimation procedure is
based on using the inverse of the effect

-
ive sampling

rates (for Forms 1040, 1040A, and 1040EZ separately)
as the weighting factors for the returns in the
sample- For example for Tax Year. 1982, the official
IRS Service Center count of Forms 1040 received by
April 29, - 1983 was 54,687,000, while the number of
1040's in the sample was 3,888. Thus the effective
weight for Forms 1040 was 14,066 (54,687,000 divided
by 3,888). For Forms '1040A the official IRS count
received,by April 29 was 20,492,000, and the number of
sample 1040A's was 1,579. The weight assigned was
12,978. For Forms 1040EZ the official IRS count
received by April 29 was 14,785,000 while the number
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0of sample 104CEZ's was 1,163. Thus, the weight NOTES AND REFERENCES
assigned was 12,713. Because the TPUS samples are not
stratifed by income size and the sampling rates are
low, only frequency estimates are available.

As the data presented in this article are estimates
based on sample of documents filed with the Internal
Revenue Service, they are subject to sampling, as well
as nonsampling, errors. To properly use the statis-
tical data provided, the magnitude of the sampling
errors must be known. Coefficients of Variation
(CV's), computed from the sample, are used to measure
the magnitude of the sampling errors.

The table below presents approximated coefficients
of variation (CV,s) for frequency estimates. The
approximate CV's shown here are intended only as a
general indication of the reliability of the data.
For numbers of returns other than those shown below,
the corresponding CV's can be estimated by inter-
polation.

Estimated Number
of Returns
89,9T4-,000
35,163,000
15,628,000
8,791,000
5,626,000
1,407,000
625,000
352,000
156,000
115,000
56,000

Approximated
Coefficient of

Variation
.01
.02
.03
.04
.05
.10
.15
.20
.30
.35
.50
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The statistics in this article are based in all
cases and for all years on filings through the end of
April. Data from the entire year's filings for 1982
will appear separately in a subsequent issue of the
Bulletin using the larger Statistics of Income sample
now being processed.

[11 Table Al, Employment and Earnings, Bureau of Labor
Statistics, U.S. Department of Labor, February,
1983.

[21 Riley, Dorothea, "Individual Income Tax Returns:
Selected Characteristics from the 1981 Taxpayer
Usage Study," SOI,Bulletin, Vol. 2, No. 1, page 21.

[3] Form 1040EZ could be used by certain single
taxpayers with income from wages, salaries and
tips, with $400 or less of interest income, no
dependents, and having less than $50,000 in
taxable income. Taxpayers who could be claimed as
dependents by their parents could not use Form
1040EZ.

[41 Sailer, Peter J. "Using Tax Returns to Study Wage
and Taxpaying Patterns by Sex, 1969 and 1974,11
1976 American Statistical Association Proceedings,
Social Statistics Section, pp. 734-740.

(51 For Tax Year 1981, 105,000 taxpayers--74,000
Married filing joint taxpayers and 31,000 Single
taxpayers--reported the maximum amount of ASC
interest exclusion for their filing status.

[61 Riley, Dorothea, op. cit., page 23.

[71 Federal Reserve Bulletin February 1983, pages A16
and A42.
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rable 1-7-All R turns: Entry for Filing Status, Classified by Adjusted Gross Income and by Type of Return, Tax Year 1982

[All figures,are estimates based on iamples--numbers of returns are in thousands]

Size of adjusted gross income

Filing status- Total
Negative

No entry
on line $1 $5,000 $10,000 $15,000 $20,000 $30,000 ''-$50-0001

AGI
AGI under under under under under under and$

5,000 $10,000 ~15,000 $20,000 $30,000 $50,000. over

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

All returns filed................ 89,964 *14 2,362 14,753 15,650 13,472 10,571 15,343 14,100 3,699

Single......................... 35,998 - 1,149 11,052 8,546 6,472 4,030 3,238 1,328' 183
Married filing joint return .... 44,977 .*14 861 2, 209 4,495 5,084 5,415 11,048 12,406 3,446
Married filing separate return. 1,047 - *78

1
198 385 109 136 *70 *56. *14

Unmarried, head of household ... 7,842 - 274 1,281 2,196 1,806 990 958 281 *56
Qualifying widow(er) with
dependent child ............... *98 - *28 - - *28 *28

All Form 1040 returns filed ...... 54,687 *14 436 3,995 6,836 6,794 6,850 12,561 13,503' 3,699

Single.......................... 14,361 - 197 2,279 3,249 2,532 2,152 2,532 1,238 183
Married filing joint return .... 36,205 *14 225 1,378 2,743 3,319 3,896 9,283 11"899.- 3,446
Married filing separate return. 450 - - *42 113 *70 *84 *70 *14
Unmarried, head of householdi.. 3.573 7 '*14 281- 703 872 717 647 261 *56
Qualifying widow(er) with
dependent child............... *98 - - *14 *28 - *28 *28

All Form 1040A returns filed ..... 20,492 - 1,544 4,529 5,178 3,932 2,297 2,427 584 N.A.

Single (one exemption claimed). 6,126 - 519 2,401 1,479 1,025 376 260. *65
Single (multiple exemptions
claimed) ...................... 727 - *52 143 182 169 *78 *91- *13-

-Married-filing joint-return~.-.. -8,773- -- -636- -8317 _l_,_752 19 765 1,5 1,765 506'
Married filing separate return. 597 *78 - 156 273 ~~kjq *52
Unmarried, head of household ... 4,270 260 999 1*1492 934 273 311

All Form 1040EZ returns filed.... 149785 381 69229 3,636 2,746 1,424 356 *13 N.A.

Not modified ................... 14,785 381 6,229 3,636 2,746 1,424 356 *13

N.A. - Not applicable
*Estimate should be used with caution because of the small number of sample returns on which it is based.
NOTE: Detail may not add to total because of rounding.
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Table 2.1--Form 1040 Returns: Entry for Payments to an IRA, Classified by Size of Adjusted Gross Income. Tax Year
1982

[All figures are estimates based on samples--numbers of returns are in thousands]

Total

(1)

54,687

11,351
2,124

3,981
*84

2,025
3,094

*42

43,336

100.0

20.8
3.9
7.3
0.2
3.7
5.7
0.1

79.2

Under
$5,000

(2)

4,445

*84

*70
-
-
-
-

*14

4,360

100.0

1.9
1.6

-

-
-
-

0.3

98.1

$5,000

under
$10,000

(3)

6,836

309
141
127

-

*28
*14

-

6,52"

100.0

4.5
2.1
1.9

-

0.4
0.2

-

95.5

Size of adjusted gross income

$10,000
under

$15,000

(4)

6,794

633
239
324

-*56
*14

-

6,161

$15,000
under
$20,000

(5)

6,850

1,069
352
549
*14
*28
127

-

5,781

Percentage of returns

100.0

9.3
3.5
4.8

-0.8
0.2

-

90.7

100.0

15.6
5.1
8.0
0.2

0.4
1.8

-

84.4

$20,000
under
$30,000

(6)

12,561

2,630
591

1,027
*28
478
506

-

9,930

100.0

20.9

4.7
8.2

0.2
3.8
4.0

-

79.1

$30,000
under

$50,000

(7)

13,503

4,501
717

1,336
*28
816

1,589
*14

9,002

100.0

33.3
5.3
9.9
0.2
6.0
11.8
0.1

66.7

Payments to an IRA (Line 25)

All 1040 returns filed ......
Returns with payments to an IRA,
total ............................
$1 under $2,000.................
$2,000..........................
$2,001 under $2,250 .............
$2,250..........................
$2,251 to $4,000 ................
More than $4,000 ................

Returns without payments to an
IRA..............................

All 1040 returns filed......
Returns with payments to an IRA,
total ............................
$1 under $2,000 .................
$2,000..........................
$2,001 under $2,250 .............
$2,250..........................
$2,251 to $4,000 ................
More than $4,000 ................

Returns without payments to an
IRA..............................

Table 2.2--Form 1040 Returns: Entry for Payments to an IRA, Classified by Filing Status, Tax Year 1982

[All figures are estimates based on samples--numbers of returns are in thousands]

Payments to an IRA (Line 25)

All 1040 returns filed .........................
Returns with payments to an IRA, total ................

$1 under $2,000....................................
$2,000 .............................................
$2,001 under $2,250................................
$2,250 .............................................

$2,251 to $4,000 ...................................
More than $4,000 ...................................

Returns without payments to an IRA...................

All 1040 returns filed .........................
Returns with payments to an IRA, total ...............

$1 under $2,000....................................

$2,000 .............................................
$2,001 under $2,250................................
$2,250 .............................................
$2,251 to $4,000 ...................................
More than $4,000 ...................................

Returns without payments to an IRA...................

*Estimate should be used with caution because of the small number of sample returns on which it is based.

NOTE: Detail may not add to total because of rounding.

$50,000
and
over

49

(8)

3,699

2,124
*14
619
*14
619
844
*14

1,575

100.0

57.4
0.4

16.7
0.4

16.7
22.8
0.4

42.6

Total

(1)

54,687
11,351
2,124
3,981

*84
2,025
3,094

*42
43,336

100.0
20.8
3.9
7.3
0.2
3.7

5.7
0.1

79.2

Single

(2)

14,361

1,913
549

1,364
-
-
-
-

12,448

100.0
13.3
3.8
9.5

-

-
-
-

86.7

Married
filing

joint
return

(3)

36,205
8,946
1,477
2,222
*84

2,025
3,094

*42
27,259

Filing status

Married
filing

separate
return

(4)

450
*14

-

*14
-
-
-
-

436

Percentage of returns

100.0
24.7
4.1
6.1
0.2
5.6

8.5
0.1

75.3

-
-

-

96.9

Unmarried
head of
household

(5)

3,573

450
*98
352

-
-
-
-

3,123

100.0
12.6
2.8
9.8

-
-
-
-

87.4

Qualifying

widow(er)

(6)

*98
*28

-

*28
-

-

*70

100.0
28.6

-

28.6
-
-
-
-

71.4
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Table 3.--Form 1040 and Form 1040A Joint Returns: Entry for Deduction for Married Couples, Classified by Size of
Adjusted Gross Income, Tax Year 1982

[All figures-are estimates based on samples--numbers of returns are in thousands]

Size of be'duction for
Married Couple

All. joint 1040 and 1040A,
returns filedi.....

Returns with entry for deduction
for married couple, total.........
.$l under $1,250 .................
$1,250 under $1,499 ..............
$1,500 ............................
More than $1,500 ................

Returns without entry for deduc-
tion for married couple..........

All joJnL 1040 returns
filed ........................

Returns with entry for deduction
for married'couple, total.....,.
$1 under $1,250 .................
.$1,250 under $1,499 ...........* ...
$1,500..........................
More than $1,500 ................

Returns without entry for deduc-
tion for married couple ..........

All J'oint 1040A returns

Total

(1)

45,673

20,296
19,975

127
169
*26

24,777

36,261

17,104
16,808

127
169

-

19,157

$1
under
$5,000

(2)

3,084

161,
161

-

2,923

1,617

*70
*70

-

1,547

$5,000
under
$10,000

4,535

860
847

-

*13

3,675

2,757

549
549

-

2,208

Size of adjusted gross income

$10,000
under
$15,000

(4)

5,097

1,617.
1,604

-
-

*13

3,480

3,319

942
942

-

2,377

$15,000
under
$20,000

(5)

5,443

2,312
2,312

-

3,131

3,924

1,533
1,533

-

$20,000
under
$30,000

(6)
.
11,062

5,668
5,612

*28
*28

-

5,394

9,298

4,656
4,599

*28
*28

-

$30,000
under
$50,000

(7)

12,406

8~117
8,103

*14

4,289

11,899

7,792
7,778

*14
-

4,107-

$50,000
and
over

(8)

3,446

1,561
1,336

*84
141

-

1,885

3,446

1,561
1,336

*84
141

-

4.642 1,885-

filed ....................... 8,812 1,40 1.777 1,778 1,519 1,765 506 N.A.

Returns with entry for deduction
*91 1 012 324.for married couple, total........ 3 103 311 675 779 :

$1 under $1,250.................. 3:167 *91 298 662 779 1 012 324
- .$l,-250. under .$1,499,.............
1 $1,500...........................
More than $1,500 ................

Returns without entry for deduc-
*13

tion for married couple.......... 5,~19 1,376 1,466 1,103 740 753 182

N.A. - Nct applicable.
*Estimate should be used with caution hecause of the small number of sample returns on which it is based.

'This number exceeds the total joint Forms 1040 and 1040A'shown in Table I because of erroneous entries for the

marital deduction on nonjoint returns, which would later be disallowed by the IRS.

NOTE: Detail may not add to~total because of rounding.
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Table 4.--All Form 1040 and Form 1040A Returns: Entry for All Savers Certificate Interest Exclusion, Classified
by Filing Status, Tax Year 1982

[All figures are estimates based on samples--numbers of returns are in thousands]

Total

(1)

75,179

4,565
1,848

401
1,206
1,109
70,614

54,687

4,318
1,744

324
1,167
1,083
50,368

20,492

247
104
*78
*39
*26

20,2451

100.0

6.1
2.5
0.5-
1.6
1.5
93.9

100.0

7.9
3.2
0.6
2.1
2.0

92.1

100.0

1.2
0.5
0.4
0.2
0.1
98.8

Single

(2)

21,213

1,027
682
318
*27

-
20,186

14,361

858
591
253
*14

13,503

6,852

169
*91
*65
*13

-

6,686

100.0

4.8
3.2
1.5
0.1

-
95.2

100.0

6.0
4.1
1.8
0.1

-

94.0

100.0

2.5
1.3
0.9
0.2

-

97.5

Married
filing
joint
return

(3)

44,977

3,398
1,082

*28
1,179
1,109

41,579

36,205

3,334
1,069
.*28

1,153
1,083
32,871

8,773

*65
*13

-

*2.6
*26

8,708

Filing status

Married
filing

separate
return

..(4)

1,047

*55
*14
*41

-992

450

*42
*14
*28

-

408

-

584

Percentage of returns

100.0

7.6
2.4
0.1
2.6
2.5

92.4

100.0

9.2
3.0
0.1
3.2
3.0

90.8

100.0

0.7
0.1

-

0.3
0.3

99.3

100.0

5.3
1.3
3.9

-
-

94.7

100.0

9.4
3.1
6.3

-
-

90.6

100.0

2.2
-

2.2
-
-

97.8

Unmarried
he

.
ad of

household

(5)

7,842

*84
*70
*14

-
-

7,758

3,573

*84
*70
*14

-

3,488

4,270

-

-

4,270

100.0

-

98.9

100.6

2.4
2.0
0.4

-
-

97.6

100.0

-

-

100.0

Amount of All Savers Certificate Interest
Exclusion (Schedule B, Line 6, Form 1040;

Page 2, Line 5, Form 1040A)

All Form 1040 and 1040A returns filed ..........

Returns with ASC exclusions, total...................
Under $1,000 .......................................
$1,000 .............................................
$1,001 under $2,000................................
$2,000 .............................................

Returns without ASC exclusions .......................

All Form 1040 returns filed ....................

Returns with ASC exclusions, total...................
Under $1,000 .......................................
$1,000 .............................................
$1,001 under $2,000.................................
$2,000 ..............................................

Returns without ASC exclusions .......................

All Form 1040A returns filed....................

Returns with ASC exclusions, total...................
Under $1,000 .......................................
$1,000 .............................................
$1,001 under $2,000 ................................
$2,000 ..............................................

Returns without ASC exclusions .......................

All Form 1040 and 1040A returns filed ..........

Returns with ASC exclusions, total...................
Under $1,000 .......................................
$1,000 .............................................
$1,001 under $2,000................................
$2,000..... * .......................................

Returns without ASC exclusions .......................

All Form 1040 returns filed.....................

Returns with ASC exclusions, total...................
Under $1,000.......................................
$1,000 .............................................
$1,001 under $2,000 ................................
$2,000 .............................................

Returns without ASC exclusions .......................

All Form 1040A returns filed ....................

Returns with ASC exclusions, total...................
Under $1,000............

-
.........................

$1,000.............................................
$1,001 under $2,000................................
$2,000.............................................

Returns without ASC exclusions .......................

N.A. - Not applicable.
*Estimate should be used with caution because of the small number of sample returns on which it is based.
NOTE: Detail may not add to total because of rounding.

(6)

51

Qualifying
widow(er)

*98

-

-

*98

*98

-

*98

N.A.

-

100.0

-

-

100.0

100.0

-

-

100.0

N.A.
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Table 5-All Returns: Entry for Tax (Line 38, Form 1040,-Line 20, Form 1040A, Line 9, Form 1040EZ), Classified

by Size of Adjusted Gross Income and by Type of Return, Tax Years 1980, 1981, and 1982

[All figures are estimates based on samples--numbers of rFturns are in thousands)

Total

(1)

89,96 4

74,546

15,418

17.1

54,687

49,623

5,064

9.3

20,492

14,600

5,892

28A

14,785

10,323

4,462

30.2

90,670

72,799

17,870

19.7

89,154

70,899

18,255

20.5

Under

$5,000

(2)

17,129

5,256.

11,873

69.3

4,445

1,589

~2,855

64.2

.6,074.

1,492

4,581

75.4

6,611

2,174

4,437

67.1

19,166

5,530

13,636

71.1

17,646

4,485

13,161

74.6

$5,000

under

$10,000

(3)

15,650

13,296

2,354

15A

6,836
5,429

1,407

20.6

5,178

4,244

934
18.0

3,636

3,623

*13

0.3

16,138

13,703

2,435

15.1

18,137

15,062

3,075

Size of adjusted gross income

$10,000

under

$15,000

(4)

13,472

12,968

504

.3.7

6,794

'6o484

309

4.6

3,932

3,751

182

4.6

2,746

2,733

*13

0.5

13,733

13,031

702,

5.1

13,406.

12,640

766

5..7

$15,000

under

$20,000

(5)

10,571

10,283

288

2.7

6,850

6,653

197

2.9

2~,297

2,206

*91

4.0

1,424

1,424

10.,815

10,419

- 395
3.7

11,160

10,543.

617

5.5

j2 ----10,000

under

$30,000

(6)

15,343

15,098

246

1.6.

12,561

12,406

155
1.2

2,427

2,336

*91

3.7

356

356

-

-

15,817

15,332

485

3.1

15,706

~15,248

458

2.9

$30,000

under

$50,000

(7)

14,100

13,988

ill

0.8

13,503
'13,404

*98

0.7

584

571

*13

2.2

-

-

12,005

11,789

217

1.8

10,581

10,427

154

1.5

Entry for tax and

type of return

All tax year 1982 returns

filed .....................

Entry............................

No entrj'(including 0, "none",

etc.) ......................

Percent with no entry..........

All 1040 returns filed .....

Entry............................

No entry (including 0, "none",

etc.) ......................

Percent with no entry..........

All 1040A returns filed ....

Entry............................
No entry (including 0, "none",

"-", etc.) ......................

Percent with no entry...........

All 1040EZ returns filed ...

Entry............................

No entry (include 0, "none",

etc.) ......................

Percent with no entry..........

All tax year 1981 returns

filed .....................

Entry.............................

No entry (including 0, "none",

etc.)-~-~~~

Percent with no entry..........

All tax year 1980 returns

filed .....................

Entry............................

No entry (including 0, "none",

"-", etc.) ......................

Percent with no entry..........

*Estimate should be used with caution because of the small

NOTE: Detail may not add to total because of rounding.

Table 6-All Returns: Paid Preparer Signature and Form Type, Classifiedby Size of Adjusted Gross Ificome,*Tax

Year 1982

[All figures are estimates based on samples--numbers of returns are in thousands)

Paid preparer signature

All returns filed ...........

Entry ..............................

Percent with entry ................

No entry ..........................

All 1040 returns filed......

Entry .............................

Percent with entry................

No entry ..........................

.All 1040A returns filed.....

Entry ..... ......................

Percent-wit~ entry................

No entry ..........................

All 1040EZ returns filed ....

Entry .............................

Percent with entry ........... * ......

No entry ..........................

N.A. - Not applicable.

*Estimate should be used with caution because

NOTE: Detail may not add to total because of

of sample returns on which it is based.

of the small number-of sample returns.on which it is basedi

rounding.

$50,000

and

over

(8)

3,699

3,657

$50,000
and

over

(8)

*42

1.1

3,699

3,657

-

2,995

2,995

-

2,517

2,493

*24

1.0

Total

(1)

89,9641

36,069
40.1

53,895

54,687

31,043

.56.8

23,644

20,492

4,529

22.1

15,963

14,785

483

3.3

14,302

Under

$5,000,

(2)

17,129

4,131

24.1

12,998

4,445

2,616

58.9

1,829

6,074

1,337

22.0

4,737

6,'611

178

2.7

6,433

$5,000

under

$10,000

(3)

15,650

5,780

36.9

9"870

6i836

4,304

63.0

2,532

5,178

19311

25.3

3,867

3,636

165

4.5

.~.3,471

Size of adjusted gross income

$10,000

underS
15,0,

00

(4),

13,472

-5,129

38.0

8,343

6,794

4,079

60.0

2,715

~3,932

960

24.4

2,972

i2,'746-

*76

2.8-

~2,670

$15 090
1.

under$

20,000

(5)

10,571

4,333

41'.0

6,238

6,850

3,854

56.3

2,996

2,297

428

18.6

1,869

1P424

*51

3.6-

1,373

$20,000

underS

30,000

(6)

15,343

7,123

46.4

8,220

12,561

6,695

53.3

5,865

2,427

415

17.1

2,012

356

*13

3.6

343

$30,0001
under.

$50,000

(7)

14,100

7,322

51.9

6,778

13,503

7,244

53.6

6,259

584

*78

~13.3

506

*13
-

*13

3,699

2,250

60.8

1,449

3,699

2,250

60.8

1,449

N.A.

N.A.



Table 7.--All Returns: Percentage of Returns With Presence of W-2 Statement(s), Classified by Size of Adjusted
Gross Income Class and by Type of Return, Tax Year 1982

Total

(1)

100.0
85.5
45.8
22.1
17.6
14.5

100.0
78.2

36.3
30.1
11.9
21.8

100.0
95.8
57.7
16.7
21.4
4.2

100.0
98.0
64.7

-

33.3
2.0

Under
$5,000

(2)

100.0
82.8
50.7
1.6

30.5
17.2

100.0
50.6
32.3
1.6
16.8
49.4

100.0
91.2

59.2
3.4

28.6
8.8

100.0
96.7
55.4

-

41.3
3.3

Percentage of returns by size of adjusted gross income

$5,000
under
$10,000

(3)

100.0
78.3
47.2
5.5
25.7
21.7

100.0
55.1

28.4
7.4
19.3
44.9

100.0
95.0
60.2
6.8
28.1
5.0

100.0
98.3
64.0

-

34.3
1.7

$10,000
under

$15,000

(4)

100.0
83.6
55.9
11.0
16.8
16.4

100.0
68.3
41.6L
11.8
14.9
31.7

100.0
99.0
66.0
17.2
15.8
1.0

100.0

99.5
76.8

-

22.7
0.5

$15,000
under
$20,000

(5)

100.0
88.0
52.3
20.5
15.2
12.0

100.0
81.7
46.6
20.1
15.0
18.3

100.0
99.4
51.4

34.5
13.6
0.6

100.0
100.0
81.3

-

18.8
-

$20,000
under
$30,000

(6)

100.0
90.3
42.4
35.9
12.0

9.7

100.0
88.2
40.2
35.5
12.5
11.8

100.0
99.5
47.6

43.3
8.6
0.5

100.0
100.0
85.7

-

14.3
-

$30,000
under

$50,000

(7)

100.0
91.4
30.7
56.9
3.9
8.6

100.0
91.1
30.6
56.9

3.6
8.9

100.0
97.8
31.1

57.8
8.9
2.2

100.0
100.0
100.0

-

Attachment of Form W-2
type of return

All returns filed ...........
Attached, total...................

One.............................
Two or more (separate earners)..
Two or more (same earners) ......

Not attached ......................

All Form 1040 returns filed.
Attached, total ...................

One.............................
Two or more (separate earners)..
Two or more (same earners) ......

Not attached ......................

All Form 1040A returns
filed ......................

Attached, total...................
One.............................
Two or more (separate earners)..
Two or more (same earners) ......

Not attached ......................

All Form 1040EZ returns
filed ......................

Attached, total...................
One.............................
Two or more (separate earners)..
Two or more (same earners) ......

Not attached ......................

N.A. - Not applicable.

Table 8.--Form 1040 and Form 1040A Returns:
Year 1982

Individual Income Tax Returns, 1982 Taxpayer Usage Study

[All figures are estimates based on samples--numbers of returns are in thousands]

Unemployment compensation (Line 20a and
20b, Form 1040, Line 9a and

9b, Form 1040A)

All Form 1040 and 1040A returns filed...........

Entry for unemployment compensation, total ............
Entry for both taxable and nontaxable amount ........
Entry for "Total Received" only .....................
Entry for "Taxable Amount" only .....................

No entry for unemployment compensation ................

All Form 1040 returns filed .....................

Entry for unemployment compensation, total ............
Entry for both taxable and nontaxable amount ........
Entry for "Total Received" only .....................
Entry for "Taxable Amount" only .....................

No entry for unemployment compensation................

All Form 1040A returns filed....................

Entry for unemployment compensation, total ............
Entry for both taxable and nontaxable amount ........
Entry for "Total Received" only .....................

Entry for "Taxable Amount" only .....................
No entry for unemployment compensation................

*Estimate should be used with caution because of the small number of sample returns on which it is based.

NOTE: Detail may not add to total because of rounding.

$50,000
and
over

(8)

53

100.0
84.8
33.8
42.6
8.4
15.2

100.0
84.8
33.8
42.6
8.4
15.2

N.A.

(6)

*98

-
-
-
-

*98

*98

-

-

*98

-

-
-
-
-
-

-
-
-
-
-

N.A.

Entry for Unemployment Compensation, Classified by Filing Status, Tax

Total

(1)

75,179

10,411
5,315
4,885

211
64,767

54,687

.6,583
4,459
2,082

*42
48,104

20,492

3,828
857

2,803
169

16,663

Single

(2)

21,213

2,421
743

1,639
*39

18,792

14,361

1,097
549
549

-

13,264

6,852

1,324

195
1,090

*39
5,529

Married
filing
joint
return

(3)

44,977

7,016
4,178
2,691

146
37,962

36,205

5,134
3,685
1,407

*42
31,071

8,773

1,882
493

1,285
104

6,891

Filing status

Married
filing

separate
return

(4)

1,047

118
*79
*39

-

929

450

*14
*14

-
-

436

597

104
*65
*39

-

493

Unmarried
head of

household

(5)

7,842

857
315
516
*26

6,986

3,573

338
211
127

-

3,235

4,270

519
104
389
*26

3,751

Qualifying
.
dow(er)

wl



Individual Income Tax Returns,:1982 Taxpayer Usage.'Study

Table.9.--All.Returns:,,.Percentage Distribution of Selected Forms and Schedules, Classified by Size of Adjusted

Gross Income, Tax Year 1982

1..54

Type of attachment

All'Form '1040 retums'
,:filed....................

Percent ......;

Itemized Deductions.....'_....
interest and Dividend Income..
Profit or (Loss) F.rom,Business
or Profession ..................
Cqpital Gains and Losses ......
Supplemental income Schedule..
Farm Income and Expenses ......
Income Averaging ......... ......

6editlor'the Elderly ........

Computation of S6cial',Security
Self-Employment Tax..........

Deduction for,a Married Couple
When, Both;Work., .................
C6mputation.of Foreign Tax
Credit..........................

_Employee Busine.§s Expenses
Sale or-Excihange-of-Principal-
Residence.'............. S..; ...

Underpayment of Estimated
Income Tax...........I ........

Disability'.Income Exclusion ...
Ckedit for4Child and Dependen

,
t

Care Expens
.
es .......

I
...........

computation of Investment

M~vingExpense,A,4justment .....
Computation of Credit for
Federal Tax onGasoline,
Special Fuels, and
Lubricating-Oil ..............

Recapture of Investment Credit

Depreciation ...................
Casualties and Thefts .........

Supplemental Schedule of Gains
and Losses ...................

Application for Automatic

Extension of Time to File
....

Return for Individual Retire-
ment Arrangement Taxes .......

Residential Energy Credit .....
Jobs Credit...................
Computation of Overpaid Wind-
fall Profit Tax..............

Alternative Minimum Tax.Compu_~
tation.......................

Computation of Installment
Sale Income ..................

Total

54,687,

100.0

57.4
46.6

16.4
12.9
18.1
4.3
9.2

15.4

30.8

o.4
10.2

1.3

6.2
0.51

8.5

6.4
2.1

1.3
0.8
14.2
2.5

2.2

0.31

0.2
5.2

0.1

0.3

0.6

1.3

Under
$5,000

4,445

100.0

13.6
43.~

25.3
9.8

17.4
0.2
0.6

26.3

1.6

1.3

5.4
0.9

3.2
0.6

18.7
0.6

4.4

O._3

-

0.6
0.6

-

Percentage of returns by size of adjusted gross

$5,000
under.
$10,000

(3)

6,836

100.0

23.4
.'47.5

20.8
8.2
16.5
3.9
0.6

2.7

19.7

8.0

6.2
4-5-

1.0

7.8
.1.0

4.9

.4.5
2.11

1.2

0.~
13.6
0.8

1.0

-

0.2
2.6

-

0.2

0.8

$10,000
under
$15,000

-(4)

6,794

100.0

37.3
45.7

15.1
9.1

13.0

w
3.7
3.5

.1.4

14.3

13.'0

-8.5-

1.0

8.5
0.4

8.7

6.0
3.3

1.7

1.0
11.4

0.4

1.0

0.2

-3
'
.9

0.2

0.2

0.2

0.6

$15,000
under
$20,000

(5)

6,850

100.01

47.0
40.7

13.8
9.4

14.6
5.5
5.1

1.0

15.0

22.2

0.2
9.9-

1.4

5.8
0.6

9.6

7.2
2.7

1.4
1.0
15.0

1.9

3.5

-

0.2
3.7
0.2

0.4

0.2

.0.8

$20,000
under
$30,000

(6)

12,561

100.0

66.1
39.4

14.9
11.2
16.4'
3.2

9.4

0.6

12.7

36.3

0.4

12.5-

1.3

.4.0

0.1

10.5

4.4
2.0

0.8
0.7
12.8

1.2

1.7

0.3

-

6.4

0.1

1.0

$30,000
under
$50,000.

(7)

13,503

100.0

86.0
49.0

13.8
15.0
19.0

-3.4
15.5

0.9

12.2

57.1

0.6
12-9-

'1.3

4.7

10.9

0.9
.0.6
13.1

4.'5

2.1

6.3

Oe3
7.6.

'Schedule
or

-Form

A
B''
C

D
E
F
G

R
RP ''. I
SE

1116

210
.
6

.

2119

2210/
221OF
24~O
~441

3468

~903
4136

4255
4562
4684
4797

4868

5329

5695
5884

6249/
6249A

6251

6252

income

$50,000
and
over

(8)

3,699

100.0

95.4
77.2

19.8
36.1

40.3
4.9

29.7

1.1

18.6

41.8

1.9

3.1

14.8

U.4

4.9

1.1
.1.9
23.2
.6.8

3.1

1.5

0.4
7.2
0.4

1.1

4.2

3.4
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Form 1040EZ

Table IO.--All Returns: Use of Official IRS Preaddressed Label, by Type of Returns and by Preparer Status, Tax
Year 1982

(All figures are estimates based on samples--numbers of returns are in thousands]

Paid preparer signature

All returns filed...........

Official IRS preaddressed label:
Used, total .....................

Label unchanged ...............
Change include addition/
deletion of a name...........

Change include street address
only .........................

Change include city address ...
Change include state address..
Other, or combination of
changes ......................

Not used ........................

Entry

(1)

36,069

20,830
19,715

140

452
-

*14

509
15,238

Total

No entry

(2)

53,895

34,904
32,823

*81

818
*14
*14

1,154
18,991

Form 1040

Entry

(3)

31,043

18,229
17,399

127

309
-

*14

380
12,814

No entry

(4)

23,644

16,935
16,204

*42

225
*14
*14

436

Form 1040A

Entry

(5)

4,542

2,258
1,986

No entry

(6)

15,950

9,020
8,306

*13

143

117
6,709 1 2,284

*13

402
-

298
6,930

Percentage of returns

All returns filed...........

Official IRS preaddressed label:
Used, total.....................
Label unchanged................
Change include addition/
deletion of a name............
Change include street address
only ..........................
Change include city address ....
Change include state address...
Other, or comnination of
changes .......................

Not used........................

100.0

57.8
54.7

0.4

1.4
42.3

100.0

64.8
60.9

0.1

1.5

2.1
35.2

100.0

58.7
56.0

0.4

1.0

100.0

71.6
68.5

0.2

1.0
0.1
0.1

1.8
28.4

100.0

49.7
43.7

0.3

2.6
50.3

100.0

56.6
52.1

0.1

2.5
-

1.9
43.4

Entry

(7)

483

343
331

55

No entry

(8)

14,302

8,950
8,314

*13
140

100.0

71.1
68.4

2.6
28.9

*25

420
59352

100.0

62.6
58.1

0.2

1.3
-
-

2.9
37.4

*Estimate should be used with caution because of the small number of sample returns on which it is based.
**Less than 0.1 percent.
NOTE: Detail may not add to total because of rounding.
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Table ll.--All Returns:' Use of Official Envelope, Classified by Type of Return, Tax Year 1982.

[All figures are estimates based on samples--numbers of returns are in thousands)

Characteristics of Envelope Usage

All returns filed .............................

Official IRS'Coded Envelope:
Used, total ........................................

Refund box not checked.for refund return ........
Refund box checked for refund.return ............
Refund box checked for remittance return ........

Zero balaiice return or IRS compute ..............
Remittance return without refund'box checked ....

Not used, total ................ ...................
Other envelope:

Refund not indicated ...........................
Refund indicated..............................

No envelope (includes "Flat" or "Lead Seal") ....

Total -

(1)

89,964

69,439
2,437

47,642
151

5,097
14,112

20,524

13,547
2,625
4,353.

100.0

Form
1040

I M

54,687

40,087
1,097

24,108
.113

3,432
11,337

14,600

9,114-
1,519
3,966

Type of return

Form
1040A

All returns filed .......... ..................

Official IRS Coded Envelope:.

Used, total.
- -box-not checked-far-refun-d-return......~.Refund

Refund box checked for refund'return....

Refund box checked for remittance return ........

Zero balance return or IRS compute ..............
Remittance return without refund box checked ....

Not used, total.......... .........................
.Other envelope:

Refund not indicated ..........................
Refund indicated ...............................

,No envelope,(includes "Flat" or "Lead Seal") ....

77.2
2.7

53.0
0.2
5.7

15.7

22.8_

15.1
2.9
4.8

(3),

20,492

16,754
857

12,588
*13

1,233
2,063

3,738

2,894
597
247

Percentage or return

100 mo

73.3
-2.0
44.1
0.2
6.3

20.7

.26.7

16.7
2.8
7.3

100.0

81.8
4_.2_

61.4
.0.1
6.0

10.1

18.2

14'. 1
2.9
1.2

*Estimate should be used with caution because of the small number of sample returns on

which it is based.
NOTE: Detail may not add to total because of rounding.

Form
1040EZ

(4)

14,785

12,598
483

10,946
*25
432
712

2,187

a

1,538
509
146

100.0

85.2
3.3

74.0
0.2
2.9
4.8

14.8

10.4,
3.4
0.9



1982 Crude Oil Windfall Profit Tax,
Third Quarter

By Michael Alexander*

The third quarter of 1982 marked the first time in
over a year that windfall profit tax liability (before
?djustments) increased from the previous quarter. The
increase, although slight, was the result of an in-
crease of almost 2 percent for the average removal
price per barrel of domestic crude oil and an
increase in the volume of oil removed. To a great
extent, the price of domestic crude oil can be tied to
the price of foreign crude oil, which increased by more
than 2 percent for the same period [1).

Windfall profit, defined as the removal value less
the sum of the adjusted base value and State severance
tax adjustment, increased by $200 million from the
second quarter to the third quarter of 1982. The
increased profit, a result of a rise in the removal
price of oil (generally the price for which the oil is
sold) and an increase of 20 million barrels of oil
removed, caused the windfall profit tax liability
before adjustments to rise from the second quarter of
1982 by $121 million or almost 3 percent. The average
windfall profit tax per barrel increased from $6.01 to
$6.03, which was still significantly lower than the
high of $9.94 reached in the second quarter of 1981.

Components of Windfall Profit Tax
Liability., Averages per Barrel by Quarter Oil Removed

Dollars
40

This increase was a result of the reversal in the
declining trend of the average removal price. The
average removal price for the third quarter of 1982
increased by $.46 to $28.47 per barrel. The average
price for foreign crude oil increased from $30.53 for
the second quarter of 1982 to $31.22 for the third
quarter Ell.

Shown in the table below is windfall profit tax
liability before and after adjustments. Because of a
large ($445 million) negative adjustment, the windfall
profit tax liability after adjustments showed a de-
crease of $29 million or less than a 1 percent change
from the previous quarter. The trend of declining
windfall profit tax liability has existed since the
second quarter of 1981. These adjustments were neces-
sary as a result of errors in withholding during
previous quarters or from the net income limitation.
The net income limitation accounted for almost 97
percent of the adjustments for the third quarter of
1982. (The net income limitation provision limits the
windfall profit to 90 percent of the net income per
barrel of oil and can be estimated by certain taxpayers

Prior to Full Decontrol

10

Removal Price

Adjusted
Base Price
Plus State
Severance Tax
Adjustment

Tax Uability

NOTE Because of price controls during 1980, there were cases where the removal pdce was less than the
adjusted base price and no Form 6047 was filed. The data In the figure aFe based on Information reported.

lonemonthonly.

I

After Full Decontrol

I I I I t- I - -1
Mar 801 Jun 80 Sep 80 Doc 8AO' Mar 81 Jun 81 Sep 81 Dec 81 Mar 82 Jun 82 Sept 82

Quarter Oil Removed

*Foreign Special Projects Section. Prepared under the direction of Mi&ael Coleman, Chief. 57



58 Crude Oil Windfall Profit Tax

for the current quarter.) Should under- or over-
withholding occur, the depositing or withholding agent
(usually the first purchaser) is responsible for
correcting that error to the extent possible 'by ad-
justing the amounts withheld' in succeeding quarters.
These adjustments are also reflected in the table
below. Additional over-withholding of windfall profit
tax due to error or the net income limitation which
has not been corrected by the withholding agent can be
claimed as a refund or credit by producers on their
income tax returns.

Windfall Profit Tax Before and After AdJustments
(RiMons)

Tax Before Tax After
Warter Ending AdJustments AdJu tments Adjustments

Total $51,427 -$2,610 $48,817

Mar. 1980 1/ .... 788' 788
June 1980 ......... 2,842 -21 2,821
Sept. 1980 ........ 3,413 -88 3,325
Dec. 1980 ......... 3,918 -927 2,991

Mar. 1981 ......... 6,953 +242 7,195
June 1981 ......... 7,253 -107 7,146
Sept. 1981 ......... 6,344 -251 6,093
Dec. 1981 .......... 6,007 -497 5,510

Mar. 1982 ......... 5,222 -221 5,001
June 1982 ......... 4,283 -295 3,988

----Sept .-1982-.-.-.-.-.-.-.-.-4,404~-445-3j-959-

I/ One month only.

Based on returns of taxpayers who provided complete
detail on how the windfall profit tax is computed [21,
tier one oil has always dominated production. For the
quarter ended September 1982, tier one oil (which
consists of all domestically produced crude oil other
than oil specifically classified as tier two or tier
three, or explicitly exempted from the tax) represented,
65 percent of the total production. Tier two oil,
consisting of oil produced from stripper well property
and oil from economic interests in a Naval Petroleum
Reserve held by the United States, represented 13
percent of the total production. Tier three oil,
which consists of heavy oil, incremental: tertiary oil
and newly discovered oil (70 percent of tier three)
accounted for 22 percent of total production as shown
below. Newly discovered oil, which has an annual
declining tax rate beginning in 1982 and ending in
1986, has had the largest consistent growth in barrels
of oil removed since June 1981. The increase for the
current quarter for newly discovered oil was 10.8
million barrels or 53 percent of the total increase
for all tiers.of oil.

Percentage of Oil Production by Tier of Oil

Qiarter.
Ending Tier One Tier Two Tier Three

June 1981 70 14 16
Sept. 1981 69 14 17
Dec. 1981 69 13 18
Mar-._1982- 68 13 19
June 1982 67 13 20
Sept. 1982 65 13 22

Components, ' of Windfall Profit Tax Liabilit~ Before Adjustments:
Aggregate Values By Quarter Oil Removed
Billions of Dollars

Prior to Full Decontrol

Adjusted Base Vallue
Plus State SeVe'rarice,
Tax Adjustment

r-

I

After Full Decontrol

MarW Jun 80 Sep 80 Dec 804 Mar 81 Jun 81

Quarter Oil Removed

Sep 81
I

Dec 81 Mar 82 Jun 82 Sept 82

'Some returns, report windfall profit tax liability-only; therefore, data for removal value, adjusted base value and
state severance tax adjustment have been adjusted to reflect totals as if all returns reported this detail.

Tax Liability
.............. oelore Adjust ents

....................
................

...................
; ......

I
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DATA SOURCES AND LIMITATIONS

The Quarterly Federal Excise Tax Return, Form 720,
is the form on which the windfall profit tax is
reported. Form 6047, Windfall Profit Tax, shows how
the tax is computed and is filed as an attachment to
Form 720. Tabulations in this article are based on
the Form 6047. Returns are due two months after the
end of the quarter in which the oil is removed. Data
are based on all returns with a tax liability of $1
million or more before adjustments and a 10 percent
sample of all other returns.

Sampling and nonsampling errors were controlled by a
variety of methods. Missing returns were requested
from the service centers. However, some returns may
have been omitted due to time and resource constraints.
Attempts were made to correct imbalances in taxpayer
entries for the components of windfall profit; if this
proved impossible, an out-of-balance return was treated
as a return on which the components were not reported,
and therefore only the liability for each tier was
tabulated. A number of verification checks were per-
formed at all stages of manual data abstraction and
computer tabulation.

The SOI Bulletin also includes data on excise tax
collections. The excise tax collection figures show
the liability after adjustments, as reported on Form
720, from returns entered into the IRS' computerized
Business Master File (BMF) each quarter. A number of
considerations affect comparisons of data from these
two sources. As mentioned above, returns are not due
until two months after the close of the taxable
quarter; however, the interval between the close of
the taxable period and the final recording of the
return often varies, so that the quarterly BMF totals
usually represent several taxable periods. On the
other hand, the data presented here have been
tabulated for specific taxable periods. As a result,
the two sets of statistics are not directly comparable.

DEFINITIONS

Brief definitions of the terms used in the tables
are given below.

Adjusted Base Price-The base price multiplied by
the inflation adjustment, which is derived from the
Gross National Product (GNP) "implicit price deflator."

Adjustments to Liability.--Corrections applied to
the current quarter's liability in order to correct
for the net income limitation and over- and under-
withholding in previous quarters.

Base Price-For tier one oil, the upper tier ceiling
price, as defined by Department of Energy price
control regulations, which would have applied to the
oil had it been produced and sold in May 1979, reduced
by 21 cents. For tiers two and three oil, the base
prices were $15.20 and $16.55, respectively, adjusted
for grade and quality.

Crude Oil-The term applies only to natural crude
petroleum and does not include synthetic petroleum,
such as oil from shale or tar sands. It does,
however, include natural gas liquids treated as crude
oil under the June 1979 energy pricing regulations
issued by the Department of Energy.

Exempt Alaskan Oil.--Oil from a reservoir other than
the Sadlerochit reservoir that has been commercially
exploited by any well north of the Arctic Circle; and
oil produced north of the divides of the Alaska and
Aleutian Ranges, and at least 75 miles from the
nearest point of the Trans-Alaskan Pipeline System.

Exempt Charitable Oil.--Oil produced from economic
interests held by qualified charitable medical
facilities, educational institutions, and child care
organizations (as defined in Internal Revenue Code
section 170), if such interest was held on January 21,
1980, and at all times thereafter; and oil prbduced
from interests held by a church on January 21, 1980,
if, prior to January 22, 1980, the net proceeds of
such oil were dedicated to the support of a medical
facility, educational institution, or child care
facility.

Exempt Governmental Oil.--Oil produced from an
economic interest held by a state or political
subdivision (including agencies and instrumentalities),
the net income from which is used for public purposes.

Exempt Indian Oil.--Oil produced from mineral
interests held by or on behalf of Indian tribes or
individuals on January 21, 1980, which is one of the
following: (a) production received by Indian tribes
and individuals from Tribal Trust Lands (the title to
such land is held by the United States in trust for
the tribes), (b) production from land or mineral
interests held by an Indian tribe eligible for
services provided to Indians by the Secretary of the
Interior, or (c) oil the proceeds from which are paid
into the U.S. Treasury to the credit of tribal or
native trust funds pursuant to law. This exemption
also applies to production of any Alaskan Native
Corporation prior to 1991, including wholly-owned
subsidiaries of the native Indian corporation as
clarified by IRS on September 3, 1983.

Exempt Royalty Oil-Qualified royalty owners are
exempt from the windfall profit tax on two barrels of
oil per day for each day of the calendar quarter for
oil removed after December 31, 1981. For 1985 and
thereafter, three barrels per day will be exempt.

Net Income Limitation. --The windfall profit on a
barrel of oil may not exceed 90 percent of the net
income attributable to the barrel.

Removal Price-Generally, the price for which a
barrel of oil is sold. In some instances, a
constructive sale price is used.

Sadlerochit Oil.--Crude oil production from the
Sadlerochit reservoir in the Prudhoe Bay oil field in
Alaska.

State Severance Tax Adjustment-A state severance
tax is a tax imposed by a state with respect to the
extraction of oil. The windfall profit is reduced by
the amount by which the severance tax exceeds that
which would have been imposed had the oil been valued
at its adjusted base price.

Stripper Oil-In general, oil from a property for
w the average daily production per well has been
10 barrels or less for any consecutive 12-month period
after 1972.

Tier One Oil-All domestically-produced crude oil
other than any oil classified in tier two or three, or
explicitly exempted by law from the tax. This
includes the bulk of domestic oil from reservoirs
proven to be productive before 1979.

Tier Two Oil-Any oil which is from a stripper well
property within the meaning of the June 1979 Department
of Energy pricing regulations and oil from a U.S.
economic interest in a Naval Petroleum Reserve. Note
that the Crude Oil Windfall Profit Tax Act of 1980
defined Tier Two Oil as from a . "National" Petroleum
Reserve. This was amended to read "Naval" Petroleum
Reserve by the Technical Corrections Act of 1982.
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Tier Three Oil, FL-avy Oil-All crude oil which is
UT-Produced from property which had a weighted
average gravity - of 16.0 degrees or less on the
American Petroleum Institute (API) scale, corrected to
60 degrees Fahrenheit, for the last month of
production prior to July 1979, or (2) oil from a
property with a weighted average gravity of 16.0
degrees API or less, corrected to 60 degrees
Fahrenheit, for the taxable period.

Tier Three Oil, Incremental Tertiary Oil.--Produc-
tion in excess of a base level on. a property on which
a qualified tertiary recovery project (one which
utilizes one of several specific chemical, fluid or
gaseous recovery methods to extract oil not
recoverable using standard techniques) has been
undertaken. The non-incremental oil (i.e. , the amount
of production up to the base level) remains in ' the
otherwise applicable.tier.

Tier Three Oil, Newly Discovered Oil-Crude
I
oil

that is sold after May 31, 1979, and that is produced
from (1) an outer continental shelf area for which the
lease was entered into on or after January 1, 1979,
and from which there was no production in Calendar
Year 1978 or (2) an on-shore property developed after
Calendar Year 197.8.*

Windfall Profit-The excess of. the removal price of
the barrel of oil over the sum of the adjusted base
price and the State severance tax adjustment.

NOTES AND REFERENCES

[1] U.S. Department of Commerce, Bureau of Economic
Analysis, "Commerce News,"-November 4, 1982.

[2] At the inception of the windfall*profit tax, tax-
payers were not required to complete the detail of
the-Form 6047, which shows how the tax is computed.
Fbwever, taxpayers were required to provide full
information as of January 1981.

[31 U.S. Department of Commerce, Bureau of Economic
Analysis, Survey of Current Business.

[41 Belal, Carol and Clark, Phil, "Windfall Profit Tax
Liability for 1980,11 SOI Bulletin, Volume 1, No.
2, pages 50-54.

[51 Joint Committee on Taxation (Staff), "General
Explanation of the Crude Oil Windfall Profit Tax
Act of 198011, U.S. Government Printing Office,
1981.

-Table l.--Windfal-l-profit Tax Liability by Oil Tier and Tax Rate For Quarter Ending September 1982 Aggregate-
Components of Windfall Profit

[Money amounts are in millions of.dol-lars]

Oil tier and tax rate

Number of
barrels
of oil
(000~s)

'Removal
value

Adjusted'
base
value

State
severance

tax
adjustment

Windfall
profit

Tax
liability
before

adjustments

(1) .(2) (3) (4) (5) .(6)_

Returns with tax* liability shown -by 'oil tier
and'tax rate, total......... I................. 692,075 19,709 12,282 384 7,043 4,174

Tier one, other than Sadlerochit oil:
Taxed at 70 percent ........................ 304,351 9,133 4,770 178 4,185 29929
Taxed at 50 percent....................... 30,150 940 488 27 425 213

Tier one, Sadlerochit oil:

Taxed at 70 percent ........................ 115,001 2,416 1,950 75 391 274

Taxed at 50,percent...................... - - - - -

Tier two oil:
Taxed at 60 percent...................... 53,173 1,595 1,013 26 556 334
Taxed ai 30 percent ...................... 39,002 1,199 768 18 413 124

Tier three'oil (taxed-at 30-percent):
Newly'discovered oil............... o ...... 104,883 .3,297 2,400 54 843 232

Incremental tertiary oil .................. 12,342 380 273 5 102 30
Heavy,oil ................................. 33,174 750 621 1. 128 39

Returns with totaltax liability only ......... 231
2

'Newly discovered oil is taxed.at 27.5 percent beginning in 1982.
2Also includes $23 million for returns that reported by tier and type, but did not report data for columns 1-5.
NOTE: Detail may not add to total because of rounding.
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Table 2.--Windfall Profit Tax Liability For Returns Reporting Components of Windfall Profit by Oil Tier and Tax
Rate For the Quarter Ending September 1982 Average Daily Production and Average Dollars per Barrel

61

Oil tier and tax rate

Daily
production

(000's)
(barrels)

Removal
price

Adjusted

base
price

State
severance

tax
adjustment

Windfall
profit

Tax
liability
before

adjustments

U
.
) (2) (3) (4) (5) (6)

All returns, total ........................... 7,523 28.47 17.74 .55 10.18 6.03

Tier one, other than Sadlerochit oil:
Taxed at 70 percent ...................... 3,308 30.00 15.67 .58 13.75 9.62
Taxed at 50 percent ...................... 328 31.17 16.17 .89 14.11 7.04

Tier one, Sadlerochit oil:
Taxed at 70 percent ...................... 1,250 21.01 16.95 .65 3.41 2.37
Taxed at 50 percent...................... - - - - - -

Tier two oil:
Taxed at 60 percent ...................... 578 29.,99 19.05 48 10.45 6.27

Taxed at 30 percent...................... 424 30.73 19.68 .46 10.59 3.17

Tier three oil (taxed at 30 percent):
Newly discovered oill .................... 1,140 31.43 22.88 .51 8.04 2.21
Incremental tertiary oil ................. 134 30.77 22.11 .43 8.23 2.46
Heavy oil ................................ 361 22.60 18.70 .01 3.89 1.16

'Newly discovered oil is taxed at 27.5 percent beginning in 1982.
NOTE: Detail may not add to total because of rounding.

Table 3.--Windfall Profit Tax Liability by Oil Tier and Tax Rate For January - September 1982 Aggregate Components
of Windfall Profit

[Money amounts are in millions of dollars]

Oil tier and tax rate

Number of
barrels
of oil

(000's)

Removal
value

Adjusted
base
value

State
severance

tax

adjustment

Windfall
profit

Tax

liability
before

adjustments

(1) (2) (3) (4) (5) (6)

Returns with tax liability shown by oil tier
and tax rate, total .......................... 2,032,440 58,537 35,185 1,196 22,156 13,184

Tier one, other than Sadlerochit oil:
Taxed at 70 percent ....................... 915,534 28,165 14,221 585 13,359 9,351
Taxed at 50 percent ....................... 88,593 2,822 1,415 84 1,323 662

Tier one, 5adlerochit oil:
Taxed at 70 percent ....................... 351,029 7,016 5,653 209 1,154 808

Taxedat 50 percent ....................... 27 1 - - 1 -

Tier two oil.-
Taxed at 60 percent ........................ 157,181 4,830 2,972 82 1,776 1,066
Taxed at 30 percent ....................... 105,170 3,323 2,052 54 1,217 361

T~er three oil (taxed at 30-pereent)':
Newly discovered oil' ........................ 287,540 9,183 6,448 162 2-573 711

Incrementaftertiary oil ........ 1~ .......... . 31,306- 997 678 16 303 90

Heavy oil. .................................. 96,060 2,202 1,746 3 453 131

Rdt
-
urns with total tax liability 727

2

'Newly discovered' oil is taxed at 27.5' percent beginning in 1982.
Also includes $70 million for returns that reported by tier and type, but did not report data for columns 1-5.
NOTE: Detai:l may not add to total because of rounding.-
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Table 4.--Windfall Profit Tax Liability For Returns Reporting Components of Windfall Profit-by Oil Tier and Tax
Rate For January - September 1982 Average Daily Production and Average Dollars per Barrel.

Oil tier and tax rate
Daily

production(000,
s)

(barrels)

emoval
price

Adjusted
base
price

State
severance

tax

adjustment

Windfall
profit

Tax
liability
before

adjustments

(1) (2) (3) (4) (5) (6)

All returns, total ............................. .7,444 28.80 17.31 .58 10.91 6.49

Tier one, other than Sadlerochit oil:
- ' 'Taxed at 70 percent ....................... 3,354 30.75' 15.53 .6 14.59 10.21

Taxed at *50 percent ....................... 325 31.85 15.96 .94 14.94 7.46

Tier one, Sadlerochit oil:
Taxed at 70 percent............. ........... 1,286 20.00' 16.11 .59 3.30 2.30

taxed at 50 percent ........................ 28.66 15.26 .63 12.77 6.39

Tier two oil:
Taxed at 60 percent ....................... 576 30.73 18.90 .52 J1.30 6.78
Taxed at 30 percent ........................ 385 31.64 19.50' .52 11.62 3.44

Tier three oil (taxed at 30 percent):
Newly discovered oil2..................... 1,053 31.98 22.39- .56 9.02 2.49

Incremental tertiary oil .................. 115 31.94 .53 9.78 2-.93

,Heavy oil ....................................
.

. 352 22.94 18.15 '.'03' 4.76 1.43

'Less tia*n 5,00 barrels.
2Newly discovered oil is taxed at 27.5 percent beginning.in 1982.

NOTE: Detail may not add to total because of rounding.

-Table-5~--Exempt-Oil-Volum-e by-Ti7e-rand Category, Quarter Ending September 1982-

(Thousands of barrels)

Tier three

Total Tier Tier
Newly . Incrementalone two

.
discovered tertiary,

Heavy

oil oil
oil

(2) (3) (4) (5) (6)

Total .................................... 36,575 19;599 5,073 11,190 332 382

Exempt governmental interest .................. 18,187 14,877 796 2,168. 160 186

Exempt charitable interest .................... 1,051 606 277 110 42 16

Exempt Indian oil............................... 1,643 569. 482 580 3 10

Exempt Alaskan oil ............................ 6,166 109 - 6,056 - -

Exempt Royalty oil ..................... 9,528 3,438 3,517 2,275 127 171

NOTE: Detail may not add to total because of rounding.

Table 6.--Exempt Oil Volume by Tier and Category, January - September 1982
(Thousands of barrels)

Tier three
Ti Ti r

Total
er e

Newly ~Incremental
*one two

discovered tertiary
Heavy

oil oil
oil

(1) (2) (3) (4) (5) (6)

Total ................................... 106,474 59,471 13,652 31,510 863 979

Exempt governmental interest .................. 54,902 45,148 2,501 .6,365 408 481

Exempt charitable interest .................... 3,355 1,837 852 452 17o 44

Exempt Indian oil ............................. 4,445 1,695 1,398 1,317 8 28

Exempt Alaskan oil ............................ 19,021 632 245 18,141 1 1

Exempt-Royalty oil ............................ 24,751 10,159 8,655 5,235 275 426

I

I

I

NOTE: Detail may not add to total because of rounding.



Unincorporated Business Activity for 1981

By Robert A. Wilson*

The recession and high interest rates of 1980
continued to be important factors for 1981, resulting
in a further decline in unincorporated business
profits. In the case of partnerships the decline was
aggravated by "tax losses" resulting from growing
"tax shelter" activities. These activities,
typically involving real estate and oil and gas
ventures, are such that they often produce losses
during the first few years of an operation.

As evidenced by the table below, the drop in
profits of sole proprietorships was not nearly as
dramatic as that of partnerships, where for the first
time ever there was an overall deficit for a year [1].

Net income (less deficit)
Income Year Sole Proprietorships Partnerships

(billions7-

1977 .............. $51.4
1978 .............. 59.0
1979 .............. 60.8
1980 .............. 55.4
1981 .............. 48.9

Year-to-year
change:

1977-78 ......... .$7.6
1978-79 ......... +1.7
1979-80 ......... -5.3
1980-81 ......... -6.6

+$1.2
+0.8
-7.0

-11.0

In comparing the profit data as reported to the
Internal Revenue Service (IRS), the fact that net
income is defined differently for these two legal
forms of business should be kept in mind [2].

The detailed analyses that follow are mainly
concerned with sole proprietorship activity.
However, except for Figure A, the agriculture
division is not covered [3]. Statistics on nonfarm
proprietorships are presented in detail in Table 1;
selected agricultural industry data for other than
farming are included in this table. All of the data
presented in this article are in current dollars and
so have not been adjusted to reflect the changing
effects of inflation.

SUMMARY

Although business receipts for sole proprietorships
continued to rise over previous years, costs
increased at an even more rapid pace leading to a
decline in profits for 1981. The tables below help
to show how the various industry groupings fared
during the first two years (1980 and 1981) of the
recent recession.

Figure A - Sole Proprietorship Receipts and
Net Income by Industry

Business Receipts
(billions)

1979 1980 1981

Total ................. $487.8 $505.9 n.a.
Agriculture, forestry
and fishing ............. 98.6 101.1 n.a.
Total, nonagricultural
industries ............ 389.2 404.8 420.1

Mining ................... 6.1 8.6 10.4
Construction ............. 50.9 47.8 47.7
Manufacturing ............ 12.9 14.8 13.6
Transportation and
utilities ............... 18.1 20.0 21.9

Trade ... 195.7 202.3 198.3
Finance, insurance
and real estate ......... 21.2 21.5 22.2
Services ................. 83.3 88.0 103.0

Net income (less deficit)
(billions)

Total .................. 60.8 55.4 48.9
Agriculture, forestry
and fishing ............. 5.1 1.3 -3.4
Total, nonagricultural
industries ............ 55.5 54.2 52.3

Mining ................... 0.1 0.3 -0.2
Construction ............. 7.9 7.5 6.8
Manufacturing ............ 1.5 1.7 1.4
Transportation and
utilities ............... 2.0 2.0 2.1

Trade .................... 11.2 9.4 8.4
Finance, insurance
and real estate ......... 7.1 6.6 6.0

Services ................. 25.5 26.4 27.5

n.a. - not available.

Over the years 1977-81, the business deductions of
nonagricultural proprietorships as a percent of
business receipts gradually rose:

1977 ........... 84.8%
1978 ........... 85.2
1979 ........... 85.7
1980 ........... 86.6
1981 ........... 87.6

For each year, about three-fifths of total deductions
represented the cost of sales and operations. Other
major deductions, though of far less magnitude, were
for depreciation, rent, insurance, repairs, taxes and
interest. Figure B shows the long-range trend in

*Robert A. Wilson is Chief, Coordination and Publications Staff. 63
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regard to the latter two deduct.-ions in comparison to
net income. For 1981, the deduction for taxes paid
decreased for the first time, possibly the effect of
declining profits on state and local income taxes.
The growth in the deduction for interest paid is not
surprising in light of the rise in interest rates.

Wholesale and Retail Trade

Wholesale and retail trade and the service
industries are normally associated with the sole
proprietorship form of organization and 1981 was no
exception. The way wholesale and trade businesses
weathered the recession differed markedly, however.
As the table below shows, receipts of wholesalers
were down sharply after 1979. Retail sales, on the
other hand, continued to increase, with 1981 the
highest ever. Retail profits, on the other hand,,.
continued their gradual decline, perhaps related to
the high interest rates retailers had to deal with
when they needed short-term credit. ARetailers
accounted for about -four-fifths of the interest
deductions for the trade division). The interest
income from retail installment sales, which would be
expected to increase, was reported directly on the
tax returns of the owners and was not considered to
be sole proprietorship income.

Wholesale trade:

Business Net
-
income

receipts less deficit
(billions) Cb-T71Tio-n s'F

1977 .......... $33.5 $2.5
1978 .......... 39.1 3.2
1979 .......... 43.8 3.2
1980 .......... 42.7 3.1
1981 .......... 29.2 1.9

Retail trade:

1977 ......... $123.6 $6.9
1978 ......... D5.8 .7.1
1979 ......... 146.1 7.3
1980 .......... 153.8 5.7
1981 ......... 157.8 5.6

Wholesale and retail trade not allocable:

1977 ......... $ 3.4 $0.3
1978 ......... 4.2 0.5
1979 ......... 5.7 0.6
1980 ......... 5.8 0.6
1981 ......... - 11.3 0.9

As would be expected, trends within the trade
division varied greatly, with those businesses - that
were distributors of staples such as food much better
off during the 1980-81 period than distributors of
items whose purchase could be postponed or dispensed
with. Industries' such as general merchandise which
includes small department or specialty stores; eating
and drinking establishments; furniture stores; and
even apparel stores, all suffered as a result.

A possible statistical limitation in evaluating the
data for the trade division is the sharp - increase in
the category "wholesale and retail trade not
allocable" from'1980 to 1981. This group represents
businesses whose distribution activities could not be
identified for the statistics. For 1981, the number
of such businesses had nearly doubled over the year
before. Additional information on the "not
allocable" statistics is presented in the data
limitations section at the end of this article.

Figure S
Nonagricultural Sole Proprietorships: Not Income
and Deductions for Interest and Taxes Paid,
1972-81

Net
Income

(billion dollars)

70r--

Jaxes Paid
Deduction

Interest and
Taxes Paid
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jnterebL rd u
Deduction
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Income Year
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Among the retail trade industries, the automotive
group deserves special mention since it includes over
half of the Nations' total of new and used car and
truck dealerships (albeit the smaller one~ in terms
of total sales volume) and nearly half of the
gasoline' service stations (excluding those operated
directly by oil companies). Over the years, it has
been the service stations that have dominated the
automotive group for sole proprietorships. ' While the
number of stations that were sole proprietorships
have declined [41, e.g., for 1972, there were nearly
200,000, for 1981',' the total number was less than
100,000. Dollar-wise, gasoline sales reached an
all-time high,for 1980

*
($40.2 billion), dropping only

slightly (to $39.2 billion) for 1981. Even so,
profits were down by, 25 percent for 1981. An
increase in interest deductions was, a contributing
factor.

services

The service industries appeared to have been little
affected by the recession, with the number of firms
and the amounts for receipts and profits all on the
increase over the five-year period, 1977-1981.

At the beginning of this period, there were 3.3
million such businesses. By the end of 1981, there
were approximately 4 million. Over the period
service businesses accounted for around 40 percent of
all nonagricultural proprietorships. Moreover, they
accounted for about 20-25 percent of - total
nonagricultural proprietorship receipts and a growing
percent of the profits; for .1981, service industry
profits accounted for more than 50 percent for the
first time. In part, this may be an indication of
the long-range transition of the national economy to
one that is service-oriented. In part also, it
reflects the public's perception of necessities in
contrast to luxuries during a time of austerity-
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automobiles must be repaired if they are not to be
replaced; medical services that are required must be
obtainable; and, in regard to personal services,
those that are always in demand must always be
available, recession or not. This includes dry
cleaners, laundries, barber and beauty shops, funeral
homes, and various types of repair services besides
automobile.

Medical and legal services, together, have
comprised the largest category within the services
division for some years now. Medical and health
services alone account for 25-30 percent of the
receipts and around 40 percent of service industry
profits (although only about 10 percent of the number
of businesses). It is interesting to note that from
1977 to 1981, the profits of the medical group
gradually declined relative to total services, from
43 to 38 percent.

Physicians and dentists account for most of the
activity in the medical and health services group.
The fact that their number seem to have remained
relatively constant in recent years (around 150,000
physicians and 85,000 dentists) may well be because
more of them have adopted the corporate form of
business organization for their practice than to any
lack of growth in their total number.

Business Net income
receipts (less deficit)
(billions) (billions)

Legal services:

1977 .......... $5.6 $2.8
1978 .......... 5.8 2.8
1979 .......... 6.3 2.9
1980 .......... 6.6 3.2
1981 .......... 7.8 3.3

Still other major growth areas in the services
division were so-called business services, especially
for management and public relations; personal
services, in particular barber and beauty shops;
amusement and recreation services, notably for the
group entitled producers, orchestras and
entertainers; and automotive repair and services,
mainly those engaged in general automotive repairs.

Construction

or the third straight year, construction receipts
and profits declined. These declines followed the
general decline in new housing starts and were
particularly evident in the case of general building
contractors (and operative builders). The receipts
for these contractors were at an all-time high in

978 and declined thereafter. However, profits for
them did not peak until a year later before dropping
off.

Receipts and profits for recent years are shown
below for sole proprietorship physicians and dentists-

Business Net income
receipts (less deficit)
(billions) (billions)

Offices of physicians:

1977 .......... $9.3 $5.3
1978 .......... 9.1 5.1
1979 .......... 10.1 5.6
1980 .......... 9.9 5.3
1981 .......... 10.0 5.2

Offices of dentists:

1977 ......... $6.1 $2.8
1978 ......... 6.9 2.9
1979 ......... 6.8 2.8
1980 ......... 7.1 2.9
1981 ......... 7.7 3.0

The data tend to confirm that the recession had
little effect on the professional income of these
individuals. The data also show that physicians and
dentists, in common with other self-employed
professional people, had rates of return (net income
on business receipts) that were among the highest in
the sole proprietorship sector, although there were
some indications of a slight decline over the
five-year period as shown above.

Aside from medical and health services, legal
services (mainly lawyers in private practice) was a
large and growing activity. These firms increased in
number from 163,000 in 1977 (and 135,000 in 1972), to
nearly 200,000 in 1981. Other trend data for the
legal services group are shown below:

Special trade contractors tend to play a dominant
role in the construction industry statistics. These
contractors, whether small businesses or
self-employed individuals, are engaged in activities
such as carpentering, flooring, painting, masonry and
the like. This group fared somewhat better than
general building contractors, perhaps because their
businesses were not necessarily tied to new housing,
but included work done on older structures as well.
As a result, their receipts were at the highest in
1981, though their profits for that year were off
sharply. This was especially so for those involved
in masonry, plastering (and related activities), and
carpentering.

Receipts and profits for general trade contractors
and operative builders and for special trade
contractors are summarized below:

Business Net income
rece

s
(less deficit)

(7-1_142o~n`s) (bill`1-o_ns7

General trade contractors and operative builders:

1977 .......... $16.1 $1.5
1978 .......... 20.3 1.9
1979 .......... 19.4 2.0
1980 .......... 16.9 1.7
1981 .......... 16.4 1.5

Special trade contractors:

1977 .......... $22.9 $4.5
1978 .......... 27.1 5.6
1979 .......... 28.2 5.5
1980 .......... 27.3 5.3
1981 .......... 28.6 4.9
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Finance, insurance and real estate

Just two industries in finance, insurance, and,.,.reai
estate accounted for the major role played by this
industrial division in the statistics for sole.'
proprietorships. They were insurance agents, brokers
and service and real estate agents, -,bfoke~s and.
managers. While sales and profits o

,
f' the former

continued to rise in 1980 and 1981, Oiofits for the
latter took a drop, although the sale`s~.`to ..which

.
they

were related seemed to have ~stabilized, somewhat.
Here, again, -this was only foi.~,,,,the sole
proprietorship part of the- industry; -.the. finance,
insurance and real estate- *division is 'dominated by
corporations with a major role played by'pa.r.tnerships
in regard to real estate.

Receipts and profits - for the - two major sole
proprietorship industries are~summarized below:

Business Net income
receipts (less deficit)
(Ellions) (billio-n-sT-

Insurance agents, brokers.and service:

1977 .......... $5.4 $2.5
1978 .......... 5.5 2.4
1979 .......... 5.8 2.4
1980 ........... 6.5 2.7
1981 7.2 2.8

Real-estate-agents-i-brokers-and-managers:

-1977.......... $8.5' $3.4
1978 .......... 9~,7 3.9
1979 ........... 10.8 4.2
1980 .......... 9.8 3.4
1981 ........... 10.3 2.7

some of the initial results of domestic oil price
decontrol which preceded the gradual decline in oil
prices that

;
followed.

The
.
dominant activity in the transportation and

public -utility division insofar as sole
proprietorships are concerned is trucking, which
represents about three-fourths of the receipts and
profits for the division. The recession did not
appear to have had a noticeable effect on trucking as
the inck~stry as a whole continued to hold its own
over the railroads in the transport of freight. Even
so, data for recent years show a slight decline in
profit

I
ability for this proprietorship industry.

Three industries account for most of the
proprikorship activity in manufacturing: lumber and
wood products, publishing and printingi and machinery
(other than electrical). Lumber and wood reached a
recent high in sales and profits for 1980, which then
decreased in 1981, in response

'
to the

.
decline

*
in the

construction industry which began the year before

Publishing and printing profits stayed about the
same for 1979-1981,. although the corresponding sales
continued to : climb throughout this perio

'
d.

Nonelectrical machinery followed about the same path
as the lumber industry, with the effects of, the
recession first noticeable in the 1981 statistics
following what appears, to have been a banner year in
1980 (at.least for those that,were proprietorships).

DATA SOURCES AND-LIMITATIONS-

A general description of sampling procedures and
data limitations applicable td the Statistics of
Income (SOI) tabulations is contained in the Appen

'
dix

to this report. Specific information applicable to
1981 sole proprietorship data is presented below.

I

. The' real estate group also was noted for its tax
shelter activities, although, most of these
undertakings were Joint, ventures, organized as
partnerships. A

'
s in the case- of partnerships, the

owner~investor had to be willing to sustain
short-term losses in exchange for potentially high
rates of return later on in terms of profits, capital
gains and various income tax deductions, such as for
depreciation. Concentrated in such real estate
industries as operators and lessors of buildings or
as subdividers and developers, these operations for
proprietorships appeared in the main to, be small
scale, judging by the statistics. An overall deficit
of $50 million was reported for the two industries
combined for, 1981, compared to an overall profit of
less than $1 million for 1980. In contrast,
partnership profits for these two industries for 1981
were a negative $7.6 billion and for 1980 a negative
$3.6 billion.

All other industries

Of far less significance to sole proprietorships
are mining; manufacturing; and ' transportation,
communication, electric, gas and sanitary services.
Mining was almost entirely oil extraction and many of
the operations 'were undoubtedly tax shelters that
required risk-taking, but that also offered benefits
to the owner-investor similar to those mentioned for
the real 'estate industries (except that deductible
losses were limited). The widely fluctuating profits
from year to year may be indicative of the
speculative nature of these ventures, while the
increasing receipts, especially in 1981, may reflect

Sample Selection

The 1981 sole proprietorship statistics are based
on a sample of individual income tax returns, Forms
1040, processed by the IRS during 1982. The sample
was stratified based on presence or absence of
Schedule C, Profit (or loss) from Business or
Profession; State in which filed; adjusted gross
income or deficit or largest selected so,urce of
income or loss.; and size of business plu's farm
receipts. The

i
returns were selected at rates . that

ranged from 0.0-5'percent to 100 percent. There were
55,649 returns in the sample drawn from a population
of 9,949,028.

Limitations

Because the, data ,presented in this article' aria
estimates based on 'a 'sample of documents filed with
the IRS, 'they are subject to sampling,' as -. well as
nonsampling, error. To properly use the statistical
data provided,. the '_ magnitude'. of the potential
sampling error must be'k'nown.

For the sole proprietorship data, the table below
presents approximated coefficients of variation
(,CV's) for frequency estimates.* ' The approximate CV's
shown here are intended only, as a 'general -indication
of the reliability of the'data. For a number other
than those shown below, the corresponding CV's can be
estimated by interpolation. The reliability :of
estimates based on samples and the use of
coefficients of variation for evaluating the
precision of sample estimates are discussed in the
Appendix.

I
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Approximated

Number of Returns Coefficient of Variation

1,242,100 .02
198,700 .05
49,700 .10
12,400 .20

5,500 .30
2,000 .50

The 1981 data are not altogether comparable with
prior years. For this year, when there was more than
one business schedule associated with a return, data

from them were combined in order to simplify
statistical processing. Because of this processing

change, the frequencies in table I are described as

representing the "number of returns", whereas for
previous years they were described as representing
the "number of businesses". As a corollary to the

change in processing, industry statistics for 1981
were affected to the extent that "multiple
businesses" associated with a given return may have
reflected different business activities so that for
1980, for example, each business was independently
represented in the industry statistics. For 1981
the multiple businesses reported on a return were ali
classified into the one industrial activity that
predominated.

Another notable change in the 1981 statistics
compared to 1980 results from the increases in the
industry statistics for the various "nature of
business not allocable" categories. This is
attributable to the increased use for statistical
purposes of the industry codes assigned to the return
for IRS revenue processing purposes. Previously,
each such code (which was based on the taxpayer's
narrative description of the business activity that
accounted for the largest percentage of gross
receipts) was verified during the statistical
processing of returns included in the SOI sample
using, for example, reference books and information
found elsewhere in the return. This verification
could not be made during IRS mainline processing
because the sample returns were not designated until
afterwards. In the course of mainline processing, if
the business activity could not be readily ascer-
tained, it was coded in one of the "not allocable"
groups. A further examination of sampled returns
used for the statistics for "wholesale and retail
trade not allocable" is underway to see if it is
possible to code such returns more precisely in the
future, while continuing to utilize other industry
codes assigned during revenue processing.

Finally, for 1981, data from Schedule F, Farm

Income and Expenses, and from Form 4835, Farm Rental
Income and Expenses and Summary of Gross Income from
Farming or Fishing, were not obtained as part of the
SOI sample used for the sole proprietorship
statistics. Because of the resulting absence of data
on farming, the agriculture division has been omitted
from most of the analyses. However, in Table 1, data
(from Schedules C only) are included in the selected
agricultural industry statistics presented for
agricultural services; forestry; and fishing, hunting
and trapping.

Nevertheless, for purposes of this article, farm
net income has been projected to facilitate
comparisons with 1980. The 1981 estimate was based
on the average relationship between SOI farm income

statistics for 1976-80 reported as a source of income
by the taxpayer in computing income tax on Form 1040
and the farm income data from supporting Schedule F
[6]. , For several reasons, data from the two sources
are not the same. Farm net income statistics from
Schedule F were generally about 20 percent higher
than the corresponding amounts based on the Form 1040
itself, although farm deficit statistics from the two
sources were generally within 2 percent of one
another. Data for farm landlords were based on the
1976-80 relationships between the farm rental net
income statistics from Form 4835 and rental income
from all sources from Schedule E, Supplemental Income
Schedule [7]. Farm rental net income statistics
averaged 18 percent of the statistics for total
rental net income, while statistics for farm rental
net losses averaged 2 percent of the total for rental
net losses.

NOTES AND REFERENCES

[11 The 1981 totals for sole proprietorship net
income are projections from 1980 because data on
farming were not tabulated. Net income shown
below for total agriculture, forestry and
fishing was also projected. For the methodology
used, see "Data Sources and Limitations" at the
end of this article.

[21 Unlike partnerships, sole proprietorship net
income excludes income from investments. Also,
business deductions for salaries paid to owners
and for charitable contributions are not
allowed. (Investment income and salaries of the
owner are reported as his or her personal incom6
and charitable contributions are considered to
be a personal deduction). In addition, sole
proprietorships, unlike partnerships, are
allowed to deduct, as business expenses,
"additional first-year depreciation", depletion
on oil and gas wells and foreign taxes paid
(unless the owner elects to claim these taxes as
a credit against income tax). For additional
information, see Wilson, Robert A.,
"Unincorporated Business Activity for 1979", SOI
Bulletin, Vol. 1, No. 3, page 41.

[31 See 2, above.

[41 For a description of the comparability of
frequency estimates for sole proprietorships for
1981 with prior years, see "Data Sources and
Limitations" at the end of this article.

[5] For information about corporations in the lumber
industry, see Shaifer, Nathan F. and Myles,
George A., "Financial Characteristics of the
Lumber and Paper Industries for 19801, in this
issue.

[61 See U.S. Department of the Treasury, Internal
Revenue Service, Statistics of Income --
Individual Income Tax Returns for 1976-8571
Statistics of Income -- So&l P o rietorshipr lc~_4 _
Returns ror 1977-80; and S

0
come

Business Income Tax Returns for 1976.

[71 Ibid.
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Financial Characteristics of the Lumber
and Paper Industries, 1980

By Nathan F. Shaifer and George A. Myles*

The beginning of the 1980's saw a dramatic plunge in
corporate profits for the Lumber and Wood Products
industry, from 0.3 billion in 1979 to $1 billion for
1980 (Figure A) (1]. The momentum of a contracting
economy carried industry sales (business receipts)
downward from an all-time high of $52.2 billion in
1979 to $50.6 billion for 1980, while the continued
inflation contributed to the growth of expenses
(total deductions) from $52.7 billion to t53.3
billion.

As a consequence of the drop in profits for the
Lumber industry, tax liability before credits
declined 53 percent from $1.2 billion for 1979 to
just under t543 million for 1980. (In this article,

D

discussion of tax liability is before credits.
Figure A, however, depicts income tax liability after
credits.) This decline was much more severe than for
other industries where the overall tax liability
before credits dropped only 12.6 percent for 1980.

While the health of the Lumber industry was on a
pronounced downswing at the beginning of the 1980's,
the picture for the Paper industry was not as bleak.
The slide which occurred in the Lumber industry
because of the slump in housing did not occur to the
same extent due to the relative stability enjoyed by
the Paper industry. The market for paper and paper
products is more diverse and apparently somewhat more
stable than is the overall market for lumber. The

FI ure A - Business Receipts, Not Income and Income Tax19
After Credits,, Lumber and Wood Products, Paper and Allied
Products, 1979 and 1980

my arnounts, are in Billions of dollars)

Business Receipts

$3.3

Lumber

1979

$1.2

L

Paper

Net Income
(Less Deficit)
Income Tax
After Credits

$0.31 1 $1.0

Lumber

1980

/11

~_I~_9

Paper

11

*Nathan Shaifer is a senior analyst in the Corporation Returns Analysis Section of the
Statistics of Income Division. George A. Myles is a Forest Service Taxation and Finance
Specialist on the Cooperative Forestry Staff, USDA, Forest Service. 73



74 Lumber and Paper Industries, 1980

profit rate as indicated by the ratio of net income
(less deficit) to sales for the paper industry
remained fairly high at 6 percent, down from 9 per-
cent for 1979. While expenses increased 13.6 percent
for the F.aper industry from 50.7 billion to 57.6 bil-
lion, sales rose.only 12 percent from $51.8 billion
to $57.8 billion. This resulted in a decrease of 21
percent in profits before tax.

As Figure 6 shows, the Lumber industry group (Lumber
and wood products) includes data for the individual
industries:

(1) Logging, sawmills, and planing mills;
(2) Millwork, plywood and'related products; and,
(3) Other wood products including wood buildings

and mobile homes.

The Paper industry (Paper and allied products)
includes:

(1) Pulp, paper, and board mills, and
(2) Other paper products.

Due to diversification of activities among corpora-
tions and the filing of consolidated returns for
affiliated groups of. corporations, the Lumber and

RETURNS OF ACTIVE CORPORATIONS

Paper industries data are not "pure" and may reflect
non-Lumber and non-Paper industry activities (2].
For the same reason, data for many Lumber and Paper
corporations will be reflected in other industry
classifications because of their inclusion in
consolidated returns which are classified in non-
Lumber and non-Paper industries. Also certain types
of Lumber and Paper activities are not included in
the Lumber or Paper categories but are classified in
more specific categories such as Furniture and
fixtures, Musical instruments, and Photographic
equipment and supplies [3j.

The rapid deterioration in the profit picture of the
Lumber industry reflected the double-barreled effect
of high interest rates and inflation. While inflation
continued to contribute to increased expenses, sales
(business receipts in the statistics) decreased, at
least partly, as a result of the effect of high
interest rates on construction activity; which
traditionally accounts for a large proportion of the
consumption of lumber.

The profit rate of the Lumber corporations for 1980,
as indicated by the ratio of net income (less defi6it)
to sales, was 2 percent. This was substantially below
the 4 percent for all corporations and the 5 percent

Figure B.--The Lumber and Paper Industries: Selected Balance Sheet and Income Statement Data, 1980

[All figures age estimates based-on-samples--money-amounts-are-in-mi-l-lions-of dollars]

Assets

Number
Depreciab

.
le Depletable

Industry of
assets (less assets (less

returns Total
accumulated accumulated

Land

depreciation) depletion)

M (2) (3) (4) (5)

All corporations, total ............. 2,710,538 7,617,238 1,339,186 52,332 92,932

Lumber and paper industries, total .......... 16,558 88,939 34,884 5,556 2,078

Lumber and wood products, total ........... 13,567 43,232 15,903 3,678 703
Logging, sawmills, and planing mills .... 5,692 19,985 7,555 1,885 386

Millwork, plywood and related products.. 4,126 15,363 6,195 1,719 186

Other wood products, including wood
buildings and mobile homes ............. 3,750 7,885 2,153 73 131

Paper and allied products, total.......... 2,991 45,707 18,981 l,878 1,375

Pulp, paper, and board mills ............ 246 31,974 13,928 19809 1,192
Other paper products .................... 2,746 13,733 5,052 *70 184

Industry
.Total Total

Net income
(less

Income tax
receipts deductions

deficit)
after credits

(6) (7) (8) (9)

All corporations, total ........................... 6,361,284 6,125,365 239,007 62,975

Lumber and paper industries, total ........................ 115,243 110,951 4,677 1,242

Lumber and wood products, total......................... 54,263 53,336 986 338

Logging, sawmills, and planing mills.................. 22,033 21,687 384 114

Millwork, plywood and related products ................ 19,850 19,591 270 108

Other wood products,' including wood buildings and
mobile homes.................... ; ..................... 12,381 12,'058 332 115

Paper and allied products,*total.
I
........ a ....... 60,980 57,615 3,69i §04

Pulp, paper, and board mills ... 37,927 36,231 1,852 347

Other paper products .................................. 23,054 2.1,384 1,839 558

*This estimate should be used with caution because of the small number of sample returns on which it was based.

NOTE: Detail may not add to total due to rounding.



Lumber and Paper Industries, 1980

for the Manufacturing corporations. (Of the 58 major
industry categories used in Statistics of Income, the
Lumber industry was fiftieth in profit rate.)

Other statistics [41, not included in this presen-
tation, show that although the beginning of the reces-
sion hit proprietorships in the Lumber industry almost
as hard (there was a 36 percent increase in deficits
from $84 million for 1979 to $114 million for 1980),
there was an overall increase of 2.9 percent in
profits (net income less deficit). This increase
reflected a growth in sales of 17.5 percent from $3.6
billion to tA.2 billion. Expenses rose 19 percent
from 0.2 billion to nearly $3.9 billion for 1980.
The profit rate for proprietorships in Lumber, while
higher than for the Lumber corporations at 9 percent,
was low in comparison with proprietorships in other
industries. The average for all proprietorships was
11.0 percent and for Manufacturing prop rietorships,
11.3 percent.

Historical Perspective 1970-1980

Between 1970 and 1980 the total number of corporate
income tax returns filed rose every year, from
1,665,477 for 1970 to 2,710,538 in 1980, an increase
of 63 percent. The increase for the Lumber and Paper
industries did not match the growth of the general
corporate population. The data in Tables 1 and 2
show that the number of corporate returns for the
Lumber industry increased by nearly 34 percent from
10,145 to 13,567, while the number of returns in the
Paper industry actually decreased by 16 percent from
3,565 for 1970 to 2,991 for 1980 [5][6].

The number of proprietorship businesses in the
Lumber industry increased during the decade of the
1970's by 37 percent from 48,597 for 1970 to 66,559
for 1979. In addition, there was an 11 percent
increase to 73,976 businesses for 1980 (4][7].

Total assets for corporations in the Lumber and
Paper industries increased by about 170 percent from
$32.9 billion for 1970 to $88.9 billion for 1980.
The greatest increase in assets in both rate and
dollar amount occurred in the Lumber industry. For
1970, Lumber industry assets were $11.7 billion and
for 1980, $43.2 billion, an increase of 269 percent.
In contrast, assets for the Paper industry increased
116 percent from $21.2 billion to $45.7 billion.
These trends compare with the 192 percent growth in
assets for all corporations from $2.6 trillion for
1970 to $7.6 trillion for 1980. Much of this
increase was a reflection of a rate of inflation of
around 165 percent on new purchases of depreciable
assets (or plant and equipment) over the period [8].

The largest single component of assets for the
Lumber and Paper industries was plant and equipment
(less accumulated depreciation) at 39 percent of the
total. This was more than twice the ratio for all
corporations at 18 percent. This component increased
161 percent over the period from $13.4 billion for
1970 to $34.9 billion for 1980.

Depending on the industry, timber may be valued
separately from land and, If so, would be includable
as depletable assets. For forest-based industries,
depletable assets (less accumulated depletion) can
therefore be assumed to consist largely of timber.
The proportion of depletable assets to total assets
-for the Lumber and Paper industries Is significant
and may reflect a strong desire on the part of large
corporations to be relatively self-sufficient in

75

these assets (9]. For 1980, depletable assets
accounted for over 6 percent of all assets compared
to less than 1 percent for all industries.

The Lumber industry owned more timber, or, which is
more likely because of the quality of the wood
required, more valuable timber at $3.7 billion than
did the Paper industry at $1.9 billion. It also
reported a larger proportion of its assets in
depletable assets at 8.9 percent than did the Paper
industry at 4.8 percent. For the Lumber and Paper
industries combined, timber increased nearly 182
percent from nearly $2 billion for 1970 to 5.6
billion for 1980. The greatest increase occurred
among the Lumber corporations at 196 percent while
the increase in depletable assets for the Paper
companies was only 157 percent.

Because of the investment in timber, land would be
expected to be a significant portion of the assets of
Lumber and Paper companies. Land, however, totaled
only 1.6 percent of the assets of the Lumber industry
and 3 percent of the assets of the Paper industry
indicating the significance of timber leasing. (A
recent survey [101 shows that most of the timber land
in the United States is not in the hands of the
industry, but is owned by either the U.S. government
at 20.6 percent of the U.S. total or by farmers and
other private sources with 57.6 percent of the U.S.
total. The "Timber" industry as defined by the
survey possessed only 14.2 percent of the U.S.
total.) As shown in Tables 1 and 2, there was a
gradual increase in the value of land reported by the
Lumber and Paper industries. Land holdings increased
from ~675 million in 1970 to over $2 billion for
1980, an increase of nearly 208 percent. Virtually
all of the increase occurred in the Paper industry
where the land held rose in value from $406 million
to tl.4 billion, a change of over 238 percent. Part
of these increases may reflect additional purchases
of land in satisfaction of the desire of the Lumber
and Paper corporations for insurance against material
shortages and short-term price fluctuations [111 (12].

The pattern of land and timber ownership is dramat.-
ically different between the Lumber and Paper Indus-
tries. One percent of the Paper industry corporations
(the 30 largest corporations) owned 82.4 percent of
the land and 92.4 percent of the timber. In that
industry, the giant corporations clearly dominate
both land and timber ownership. On the other hand,
it is interesting to note that while 0.6 percent of
the Lumber corporations (the 21 largest) owned nearly
64.8 percent of the timber, they held only 19.3
percent of the total land value of the industry.

During the period 1970 to 1980, sales for the
Lumber and Paper industries rose from $34.7 billion
to W8.4 billion. During this same period profits
Jumped from $1.4 billion to nearly $4.7 billion. The
two recessions, one in 1975 and the other in 1980,.
disrupted this growth trend in different ways.
Receipts dropped between 1974 and 1975, from U3.4
billion to t6l.4 billion, a result of decreases in
both industries. For 1980 however, receipts actually
increased from $104 for 1979 billion to $108.4
billion for the combined industries due to a
substantial increase of $6.1 billion in the Paper
industry, despite the 3.2 percent decline in sales
for the Lumber industry. Clearly the Lumber industry
is the more volatile of the two.

SUMMARY

Strong dependence on a single basic market, housing,
and a high reliance on outside financing have spelled
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hard times for the Lumber industry during past reces-
sions and, especially so, during the recession which
began in 1980, with its combination of inflation and
high interest rates. In strong contrast, although
sharing many things in common with the Lumber indus-
try, the Paper industry weathered the first year of
the 1980 recession with greater stamina due, in large
measure, to a diverse and relatively inelastic market
which consumes vast amounts of paper in good times or
bad.

The 53 percent decrease in tax liability (before
credits) from 1979 highlights the fragility of the
Lumber industry during periods of stress [13]. The
number of profit making corporations declined by 25.7
percent, and the number of corporations with deficits
increased by 69.6 percent.

Tax liabilities (before credits) for the Paper
industry also declined, but by 15 percent. In sharp
contrast, however, the number of corporations with
profits actually rose by 8.1 percent, while the
number of corporations reporting deficits decreased
by a substantial 56 percent. It is not clear why
Paper corporations as a group have such a mixed
picture. One possible factor to consider is that the
statistics show a 7 percent decrease in the total
number of returns. This could imply an accelerated.
rate of consolidation or merger for 1980 over 1979.
Also, some firms, especially those that were in a
deficit condition in 1979, may have ceased operations
prior to the 1980 Tax Year.

DATA SOURCES AND LIMITATIONS .

Sample Selection

The statistics for the 1980 Income Year were
estimated from a stratified probability sample of
about 85,000 corporation income tax returns selected
after revenue processing but before audit.

A description of the sample selection procedures
for corporate returns is presented in the complete
report, Statistics of Income--1980, Corporation
Income Tax Returns, beginning on page 9.

The sample rates for returns in the Lumber and Wood
Products industry ranged from 0.25 percent to 100
percent. Selection probabilities were based primarily
on size of total assets and net income (or deficit).
Returns of the largest corporations are generally in
the sample from year to year.

Approximated
Estimated Number Coefficient of

of Returns Variation

1,000,000 .02
160,000 .03

40,000 .10
10,000 .20
4,500 .30
3,300 .35
1,600 .50

The reliability of estimates based on samples and
the use of CV's for evaluating the precision of
sample estimates are discussed in the Appendix.

Some caution is. required in the comparison of tax
and other financial data for the Lumber and Paper
industries with similar data for other industries.
Tax law requires special treatment for timber sales
which comprise a small portion of the receipts for
this industry. Receipts from the sale of timber,
which are accorded capital gains treatment, are
required to be reported when the timber is cut rather
than when the money is actually received. The effect
of this requirement may result in a slight overstate-
ment or understatement of the actual receipts for any
particular year.

Time Period Covered

The 1980 estimates are based on data from returns
with accounting-periods-that-coincided-with-Calendar
Year 1980 (these returns accounted for the bulk of
the financial data) as well as returns with accounting
periods that were for fiscal years ending any time
from July 1980 through June 1981. In addition to
returns filed for 12-month accounting periods, the
statistics also include data from so-called part-year
returns. These returns, which were filed for less
than a 12-month period; were for corporations that
changed accounting periods, and for new, merging, and
liquidating corporations.

Definitions and Changes in Law

Definitions of terms, changes in law, a comprehen-
sive description of data limitations, and additional
detailed statistics are available in the following
publications:

(1) Statistics of Income--1970, Corporation
Income Tax Returns

(2) Statistics of Income--1980, Corporation
Income Tax Returns

(3) Corporation Source Book of Statistics of
Income--1980.

Limitations

Because the data presented in this article. are
estimates based upon a sample, they are subject to
sampling error. To use the data properly, the magni-
tude o

'
f the sampling error should be known. Coeffi-

cients of variation (CV1s) are used to measure that
magnitude.

The table below presents approximated CV~s for
frequency estimates. The approximate CV's shown here
are intended only as a general indication of the reli-
ability of the data. For numbers of corporations
other than those shown below, the corresponding CV's
can be estimated by interpolation.
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RETURNS OF ACTIVE CORPORATIONS

Table 1. -Lumber and Wood Products: Selected Balance Sheet, Income Statement, and Tax Items , 1970-1980

[All figures are estimates based on samples--money amounts are in millions of dollars]

Item 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980

(1) (2) M (4) M~ (6) (7) (8) (9) (10) (11)

Humbe r of returns ............................................... 10 145 10 660 10 942 11 191 13 508 13,051 13,154 13.923 12,823 13,475 13,567
With ne

t

income ............................................... 5:410 6:797 7:240 8:409 8:087 7 904 9 180 9 763 10 549 9,739 7,232
With deficit ................................................... 4.735 3,863 3,702 2,782 5,421 5:147 3:974 4:160 2",274 3,736 6,335

Total assets ..................................................... 11,714 12,938 14,503 18,243 24.550 24,558 26,750 29,862 33,684 39,483 43,232
Inventori a ..................................................... 1,995 2,136 2,368 3,125 4,154 3,943 4,543 4.987 5,495 6,252 6,319
Dep reciable assets .............................................. 7,573 8,153 8,635 10,381 13.898 15,087 16,129 18,419 20,391 24,445 27,445
is : Accumulated depreciation ... : ........... ...............

:s
3,432 3,707 3,804 4,503 5,615 6,415 6,907 7.864 8,521 10,243 11,542

D.pl table assets. ............................... : ............. 1,302 1,319 1,176 1.660 2,036 2,075 2,220 2,209 2,537 3,302 3,850
Les'~

Ace
uaulated~depletion ................................. 59 54 65 '60 69 73 90 74 126 142 173

Land. ............. 269 299 334 388 541 564 419 512 507 547 703

Total liabilities 5,963 6,653 7,829 9,818 14,107 13,589 14,464 15,905 17,702 20,538 23,215Short eb
-ism d t ....................................... :..: .... 1,103 1,057 1,234 1,594 2,297 2,484 2,341 2,408 2,604 3,313 3.593

Len
g_

term debt ......................................... ; ....... 2,653 2,973 3,595 4,096 5,515 5,983 6,105 6,585 6,491 8,636 10,087

Net worth ........................................................ 5,751 6,285 6,674 8,425 10,443 10,969 12,286 13,957 15,982 18,945 20,017

Total receipts. .. .................... .........
"

13,936 16,170 19,790 27,443 31,409 29,568 36,730 43,738 49,680 55,839 54.263
Business rece4ts .........

ip
13,270 15,458 18,917 25,734 28,989 27,754 34,739 41,492 47,028 52,249 50,568

Net long-tem capital gain reduced by net short-term capital
loss ........................... t .............................. 402 376 539 1,195 1,459 -1,133 1,151 1,326 1,724 2,329 ~2,106

Total deductio a .............................................. 13,607 15,448 18,581 25,238 30,110 28,853 34,881 41 204 46 381 52,658 53,336
Co

at
a
f

sales and operations ................................. 10,057 11,517 14,020 18,936 22 033 21 033 -25,994 31:106 35:208 39,526 39,234
Depletion ........................................................ 451 470 610 1,076 1:376 1:109 1,264 1,351 1,673 1,969 2,051

Net income (less deficit) .... : ................... .......... ..... 331 731 1,209 2,211 1,325 720 1,899 2,575 3,33 3,295 986
Income subject to tax ............................................ 499 758 1,212 2,185 1,784 980 1,916 2,650 3,178 3,409 1,527
Income tax before credits ............................... ; ........ 180 291 476 827 625 367 707 11009 1,192 1,159 543

Tax credits, total ................................... .............. 13 49 52 74 110 89 172 241 283 403 206
Investment credits ........ * .............. ................... 8 33 45 63 72 79 134 182 212 278 128

.
.Income tax after credits .................. ...

-

167 242 424 753 515 278 535 768 .909 770 338
Distributions to stockholders, except in. t k .... .......... 194 194 2381 292 1 3~7 1 ~461 446 498 593 615 718

'Short-term debt is the abbreviated title given to mortgages, notes and bonds payable in less than 1 year. 'Long-term debt is the ebb '-title-given-to-mortgages..notes-and
-bonds-payable-in-I ye-or-more.

NOTE: Detail may not ~sddto -total because of. rounding, -Tax Law changes have affected the comparability of the data. See the appropriate St4t"ticz 06- Income reports for a
description of those changes.

RETURNS OF ACTIVE CORPORATIONS

Table 2-Paper and Allied Products: Selected Balance Sheet, Income Statement, and Tax Items, 1970-1980

[All figures are estimates based on samples--money amounts are in millions of dollars]

Item 1970 1971 1972
.

1973 1974 1975 1976 1977 1978 1979 1980

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) . (11)

Number of returns ................................................ 3,565 3,473 3,437 3,532 3,765 3,565 3,409 3.496 3.318 3,209 2 991W,
th net income ................................................ 2,615 2,330 2,602 2,829 2,887 2,665 2,820 2,811 2,630 2,467 2:667Wit
h deficit. .................................................. 950 1,143 835 703 878 900 589 685 688 742 324.

Total assets ..................................................... 21.151 21,959 23,710 25,930 25,333 27,908 31,205 34,307 38,723 40,208 45.707
Inventories ........................................... 2 995 2 85

9
3 143 3 627 4,240 4.105 4,612 5.182 5,943 5,502 6,077D~p

reciable assets ................................... .......... i :6 703 7 2661 : 8 2341 :

I

:9 769 20,172 20,984 23,981 26,052 28,536 29,046 33,733
Less: Accumulated depreciation .............................. 7,454 7,914 8,529 9,352 9,606 9,342 11,110 12,046 13,106 13,321 1.4,753

Depletable assets .............................................. 897 876 872 1,019 1,264 1,879 2,054 2,386 2,580 1,945 2,187
Less: Accumulated depletion ......................... : ....... 167 178 188 217 269 346 407 453 539 297 309

Land
-* ......

.......... 406 398 426 497 729 865 917 918 961 1,340 1,375

Total
1
iabilities .......... ................... ......... : ....... 10,091 10.8io 11,586 12,678 12,087 13,232 14,473 16,429 19,405 18,614 21,792

Sh-t-tem debt .............................. : ................. 1,117 1,047 882 1,057 984 1,059 1,038 1,440 1,370 1,576 2,187
Long-tem debt! ................................................ 4,659 4,866 5,199 5,447 5,277 6,539 6,920 7,737 8,886 8,148 9,678

Net worth ........................................................ 11,060 11,148 12,124 13,252 13,246 14,676 16,732 17,878 14.318 21,594 23.915

Total receipts ................ ................................... 22,133 23.694 27,327 32,200 35,684 34,857 41,741 45.279 51,168 55,135 60,980.
Business receipts ..................................... ........ 21,388 22,305 26,437 30,800 34,413 33,653 40,334 43,596 49,190 51,761 57,816
Long-term capital gain reduced by net short-tem capital
loss .......................................................... 287 275 361 696 577 466 540 669 789 1,775 1,152

Total deductio a ................................................. 21,082 22,110 25.910 29,821 32,591 32,641 38,933 42,600 47,999 50,709 57.615
Cos

t
of sales and operations .................................... 14,887 15,735 18,435 21,310 23,636 23,101 27,938 30,635 34,526 36,247 41,429

Depletion ....................................... : .............. 128 129 172 275 224 201 258 380 374 504 471

Net income (less deficit) .......................... ............. 1,080 1,037 1,454 2,450 3,176 2,293 2,924 2,780 3,321 4,647 3,691
Income subject to tax ............................................ 1,144 1,090 1,492 2,381 3,146 2,333 2,951 2,885 3,447 4,671 3,733
Income tax before credits ........................................

.
503 475 653 1,014 1,398 1,024 1,313 1,262 1,505 1,851 1,573

... .... .........
Tax

credits, total ......... ....... . ............. ... 87 102 138 181 241 270 342 344 452 617 669
Investment credits ................................. ......... .32 27 66 86 103 187 195 231 321 290

Income tax after credits ............................ 415 373 515 833 1,157 754 971 918 1,053 1,234 904
Distributions to stockholders, except in own stock ................ 495 482 511 598 644 709 880 860 929 1,112 1,328

'Short-term debt is the abbreviated title given to mortgages, notes and bonds payable in
.
less than i year. Long-term debt is the abbreviated title given to mortgages, notes and

bonds payable in 1 year or more.
NOTE: Detail may not add to total because of rounding. Tax Law changes have affec~ted the comparability of the data. See the appropriate Statiztzu o6 Income reports for a

de
a
cription of those changes.
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Table I.-4ndividual Income Tax Rotuma: Selected Income and Tax Items for Selected Years, 1970-1981
[All figures are estimates based on samples-money amounts are in thousands of dollars]

Item 1970 1975 1978 1979 1980 r1981

(3) (4) (5) (6)

Number of returns:
All returns...................... 74,279,831 82,229,332 89,771,551 92,694,302 - 93,902,469 95,396,123
Joint returns .................... 42,376,365 44,140,085 44,483,348 44,855,141 45,243,211 45,697,648

Sources of income:
Salaries and wages:

Number of returns ............... 66,965,659 73,520,046 80,278,349 83,200,646 83,802,109 84,208,807
Amount .......................... 531,883,892 795,399,462 1,090,291,855 1,229,251,389 1,349,842,802 1,486,100,497

Interest received:
Number of returns ............... 32,630,355 40,378,240 46,107,411 47,885,069 49,019,575 49,656,550'
Amount ..............

'
22,021,267 43,433,554 61,222,522 73,875,462 102,009,444 140,559,3661

T aax ble pensions and an ities:
Number of returns ............... 3,249,558 5,088,937 6,373,564 6,866,851 7,373,704 8,157,475
Amount .......................... 7,878,808 20,886,871 32,743,819 37,346,510 43,339,736 51,886,406

Dividends:
No. of returns before exclusion. 12,452,227 13,370,427 13,587,058 13,969,453 14,640,139 16,482,0181
Amount ...............

**"*'***'*
17,018,148 23,270,182 31,671,858 37,479,767 43,567,241 48,161,4601

No. of returns after exclusion.. 7,729,939 -8,853,491 9,425,819 9,881,105 10,738,982 n.a.
Amount .......................... 15,806,924 21,892,126 30,206,475 33,482,508 36,761,253 n.a.

Net capital gain less loss:
Number of returnsi .............. 7,962,663 7i574,823 8,711,086 8,641,573 8,929,474 9,484,987
Amount .............. 9,006,683 14,071,893 23,231,376 28,448,300 29,659,600 30,818,535

Business net income less loss:
Number of returns 6,159,985 7,242,542 8,194,375 8,562,834 8,881,119 9,571,409
Amount .......................... 30,554,201 39,421,478 53,546,508 56,564,467 55,129,154 53,071,628

Total adjustments:
Number of returns................. 6,370,552 9,024,255

_
10,576,655 11,543,369 -13,148,919- -14,078,211--

-Amoun -6-2--7., 65, 51 15,101,999 22,364,088 24,778,484 28,614,061 31,442i288
Individual-Retirement Arran

.
gement:

Number of returns............... N/A 1,211,794 - 2,382,741 2,451,955 2,564,421 3,415,053
Amount .......................... N/A 1,436,443 2,970,121 3,198,788 3,430,894 4,750,190

Self-Employed Retirement (Keogh):
Number of returns............... 591,655 595,892 627,367 590,189 568,936 557,038
Amount ..... ; ...................... 847,692 1,603,788 1,994,029 2,029,300 2,007,666. 2,011-947

Adjusted gross income............... 631,692,540 947,784,873 1,302,447,386 1,465,394,530 1,613,731,497 1,772,604:303
Exemptions:

Total'number
.......................

204,126,402 212,202,596 219,867,696 224,691,732 227,925,098 231,222,374
Number, age 65 or over .......... 8,904,331 9,937,208 10,996,804 11,322,713 11,847,168, 13,118,926

Total amount...................... 127,531,204 159,140,845 164,900,772 223,891,529 227,569,280 231,119,115
Total deductions:
Number of returns................. 73,862,448 81,585,541 85,473,429 87,202,857 88,491,251 90,319,941
Amount ............................ 120,549,755 233,181,778 304,282,120 332,957,555 346,000,155 401,168,213
Total itemized deductions:
Number of returns............... 35,430,047 26,074,061 25,756,298 26,483,877 28,950,282 31,571,246
Amount .......................... 88,178,487 122,260,601 164,432,406 184,168,669 218,028,139 256,448,021

Medical and dental expense.... 10,585,749 11,422,312 12,203,983 12,915,626 14,972,082 17,878,680
Taxes paid ........ i ........... 32,014,673 44,141,289 59,506,835 60,674,905 69,404,275 79,698,519
Interest paid ................. 23,929,477 38,885,282 60,681,144 74,427,045 91,187,006 108,718,281
Contributions................. 12,892,732 15,393,331 19,6919249 22,210,838 25,809,608 30,800,722

Taxable income:
Number of returns................. 59,593,598 65,852,602 85,280,660 86,932,978 88,104,696 89,851,304
Amount ............................ 401,154,285 595,492,866 1,062,190,322 1,157,247,646 1,279,985,360 1,410,880,665

Income tax before credits:
Number-of returns ................. 59,596,755 65,854,734 73,087,283 74,243,824 . 76,135,819 79,011,548
Amount ............................ 84,156,6951 132,452,044 203,803,653 220,099,516 256,294,315 293,590,035

Total tax credits................... 369,610 8,069,846 17,085,591 6,780,186 7,215,839 11,288,005
General tax credit ................ N/A 5,020,477 10,248,475 N/A N/A 3,382,7111
Investment credit ................. 30i554 1,593,150 2,926,988 3,313,836 3,288,415 3,971,199
Foreign tax credit ................ 169,623 381,985 901,030 850,212 1,341,645 1,233,564
Child care credit ................. N/A N/A 654,304 793,143 956,439 1,147,907
Credit for the elderly ............ 167,656 128,968 145,255 134,993 124,011
Residential energy credit ......... N/A N/A 57~,545 473,603 562,141 600,831
Earned income credit .............. N/A 252,141 152,934 495,500 452,482

Income tax after credits............ 83,787,323 124,382,197 186,718,062 213,319,330 249,078,475 282,302,029
Additional tax for tax preferences.. 121,988 144,100 1,514,475 1,175,188 1,262,964 1,826,960
Total income tax:

Number of returns ................. 59,317,371 61,490,737 68,688,305 71,694,983 73,906,244 76,724,724
Av6ount ............................ 83,909,311 124,526,297 188,232,537 214,494,519 250,341,440 284,128,989

I

See notes following Table 8.
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Table 2.-Number of Individual Returns, Income, Tax and Average Tax by Size of Adjusted Gross Income, Tax
Years 1980 and 1981
[All figures are estimates based on samples-money amounts are in thousands of dollars)

81

Number of Total adjusted Taxable income
Size of adjusted returns filed gross income

gross income
1980 1981 1980 1981 1980 1981

(1) (2) (3) (4) (5) (6)

Total ..................... 93,902,469 95,396,123 1,613,731,497 1,772,604,303 1,279,985,360 1,410,880,665

Less than $1000 ................ 3,687,997 3,484,734 -11,063,711 -16,952,842 11,799 7,084
$1,000 under $3,000 ............ 8,673,301 7,855,771 17,314,975 15,691,845 7,569,858 7,064,102
$3,000 under $5,000 ............ 7,694,231 7,405,871 30,654,346 29,580,649 18,534,160 17,994,684
$5,000 under $7,000 ............ 7,633,889 7,251,941 45,738,822 43,446,800 30,497,371 29,153,117
$7,000 under $9,000 ............ 7,336,650 7,066,520 58,608,700 56,341,030 42,267,675 40,597,471
$9,000 under $11,000 ........... 6,605,618 6,514,144 65,907,303 65,051,373 49,980,765 49,147,621

$11,000 under $13,000 .......... 5,830,212 5,821,233 69,911,911 69,702,815 54,591,487 54,207,411
$13,000 under $15,000 .......... 5,267,669 5,190,200 73,590,238 72,548,282 58,114,413 57,705,230
$15,000 under $17,000 .......... 4,654,783 4,648,986 74,387,702 74,256,678 59,701,351 59,486,499
$17,000 under $19,000.......... 4,350,522 4,291,557 78,267,330 77,161,287 63,009,244 62,056,343
$19,000 under $22,000.......... 5,925,162 5,967,094 121,233,104 122,157,450 97,261,921 98,703,455
$22,000 under $25,000 .......... 5,325,787 5,207,693 125,021,261 122,181,884 100,538,990 98,956,187

$25,000 under $30,000.......... 6,783,466- 7,205,282 185,760,754 197,424,953 150,218,626 159,682,521
$30,000 under $35,000 .......... 4,729t899 5,294,687 152t927,369 171,601,299 124,032,123 138,893,019
$35,000 under $40,000.......... 3,221,053 3,910,649 120,167,693 145,814,841 97,276,738 118,288t891
$40,000 under $50,000 .......... 3,053,039 4,182,389 134,907,796 185,322,655 109,091,818 149t273,745
$50,000 under $75,000.......... 2,033,079 2,796,836 120,009,700 164,256,670 96,834,054 131,174,316
$75,000 under $100,000......... 535,348 645,884 45,918,079 55,099,048 36,849,386 43,524,621

$100,000 under $150,000........ 336,269 398,479 40,213,979 47,552,689 32,528,035 37,510,693
$150,000 under $200,000 ........ 107,245 118,037 18,377,241 20,164,437 14,823tl38 15,842,213
$200,000 under $300,000 ........ 68,422 80,945 16,387,236 19,350,168 13,211,348 15,230,276
$300,000 under $500,000 ........ 31,947 37,147 11,956,450 13,906,555 9,505,239 10,788,043

..$500,000 under $1,000,000... 12 467 14,758 8,323,125 9,815,188 6,516,941 7,416,993,:
$1,000,000 or more .......... .. 4:414 5,286 9,210,095 11,128,551 7,018,879 8,168,130

Percent of filers Filers with income tax liability
Size of adjusted Total income tax with no income - Average tax Tax as percent of

gross income tax liability (whole dollars) adj. gross inc.

1980 1981 1980 1981 1980 1981 1980 1981

(7) (8) (9) (10) (11) (12) (13) (14)

Total..................... 250,341,440 284,128,989 21.3 19.6 3,387 3,703 16.1 16.5

Less than $1,000............... 103,645 137,840 99.7 99.5 10,091 8,626 -- --

$1,000 under $3,000............ 32,471 43,465 96.9 95.5 122 123 6.1 6.0
$3,000 under $5,000............ 530,988 516,050 42.5 41.7 120 120 2.9 2.9
$5,000 under $7,000............ 1,864,897 1,761,464 32.1 32.0 360 357 6.0 5.9
'$7,000 under $9,000............ 3,494,441 3,306,387 17.8 18.1 579 571 7.2 7.1
$9,000 under $11,000 ........... 5,296,395 5,150,823 5.0 5.2 844 834 8.5 8.3

$11,000 under $13,000.......... 6,586,710 6,531,708 2.5 3.2 1,159 1,160 9.7 9.7
$13,000 under $15,000.......... 7,633,561 7,601,053 2.1 2.2 1,480 1,498 10.6 10.7
$15,000 under $17,000 M ........ 8,417,235 8,355,068 1.5 1.8 1,835 1,830 11.5 11.5
$17,000 under $19,000.......... 9,351,972 9,226,778 1.1 1.3 2,173 2,179 12.1 12.1
$19,000 under $22,000.......... 15,189,223 15,609,261 1.0 1.1 2,589 2,645 12.7 12.9
$22,000 under $25,000.......... 16,620,372 16,563,264 .6 .9 3,138 3,209 13.4 13.7

$25,000 under $30,000.......... 26,635,973 28,474,945 .4 .6 3,941 3,976 14.4 14.5
$30,000 under $35,000.......... 23,969,187 26,910,961 .5 .4 5,091 5,103 15.7 15.7
$35,000 under $40,000.......... 20,419,148 24,834,220 .5 .3 6,373 6,370 17.1 17.1
$40,000 under $50,000.......... 25,565,426 34,847,163 .4 .6 8,404 8,379 19.0 18.9
$50,000 under $75,000.......... 27,208,647 36,299,454 .6 .5 13,463 13,050 22.8 22.2
$75,000 under $100,000 ......... 12,549,071 14,715,265 .4 .4 23,531 22,867 27.4 26.8

$100,000 under $150,000........ 12,868,433 14,619,378 .3 .4 38,368 36,828 32.1 30.9
$150,000 under $200,000 ........ 6,537,749 6,886,418 .3 .2 61,169 58,439 35.7 34.2
$200,000 under $300,000........ 6,370,648 7,183,611 .1 .2 93,234 88,930 38.9 37.2
$300,000 under $500,000 ........ 4,971,806 5,566,282 .1 .1 155,797 149,990 41.6 40.1
$500,000 under $1,OOOtOOO ...... 3,713,691 4,100,676 .1 .1 298,169 278,182 44.7 41.8
$1,000,000 or more ............. 4,409,751 4,887,456 .1 .1 999t944 925,655 47.9 44.0

M - The median taxpayer is at this level.
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Table 3-Nonfarm Sole Proprietorship Rotums: Selected Income and Deduction Rams for Selected Years,
19MI981
[All figures are estimates based on sarnpl6s--money amounts are in thousands of dollars]

Items 1970 1975 1978 1979 1980 r1981

(1) (2) (3) (4) (5) (6)

Number of returns, total............ 5,769,741 7,221,346 6,229,952 8,595,736 8,931,712 9,584,790

No. with net business income ...... n.a. n.a. n.a. n.a. n.a. 6,534,688

Inventory, end of year.............. 11,060,775 15,578,040 19,602,909 21,925,135 2lp996,236 22,921'p5O3

.Business receipts, total............. 198,582,172 273p954,741 361,630,253 395,669,594 411,205,713 427,063,055
Income from sales and operations.. n.a. 272,342,560 358,922,485 392,497,616 407,169,299 421,700,025

Jotal deductions .................... 168,044,746 234,318,288 308,148,911 339,141,191 356,258,495 373,991,426
Cost of goods sold/operations .... 109,148,811 146,261,435 187,635,841 202,498,637 209,889,809 209,723,,950

Purchases ...................... : 88,585,913 117,722,352 146,141,140 161,798,251 168,301,517 167,751,431

Cost of labor ................... 7,704,285 8,791,083 10,971,193 10,943,072 10,922,221 10,923,120
Materials and supplies .......... 6,216,057 9,O9Op638 13,044,634 13,230,280 12p9O9,222 12,081,423

Commissions ....................... 1,274pO16 2p225,830 3,680,402 3,744,999 3p333,345 3,539,844
Salaries and wages ................ 15,107,047 20,227,859 25,634,002 27,338,570 26,560,821 28,749,357
Car and truck expenses............ n.a. n.a. n.a. 11,442,680 13,378,289 12,358,478
Rent,paid ......................... 4,636,528 6,676,314 8,008,711 8,885,890 9,636,290 10,715,102
Repairs ........................... 2,444,607 3pO44,175 4,150,126 4,769,757 5,031,573 5,414,156

Taxes paid ........................ 3,775p5O2 5,423p961 6,969,754 7,484,662 7,672,459 6,661,054

Utilities ............... n.a. n.a. n.a. 4,502v560 4,790,337 8,275,517

Insurance ............... 2,309p6O8 3p5O3,812 5,308,705 5,861,950 6,003,126 6,238,704

Interest paid ..................... 1,784,276 3,390,845 4,997,828 6p386,472 7,190p257 9,052,338
Depreciation ...................... 5,451,525 7,958,143 10,998,979 12,929tl33 13,952,703 15,854,513
Pension and profit sharing plans.~ 72,741 125,296 125,421 135,952 141,463- 152,588

Net ihcome less deficit ............. 30,537,426 36,636p453 53,481,341 56p528,403 54,947,219 53,071,628
..........Net income .............. 33,735,732 45,624,890 62,271,438 67,078,638 68,010,051 68,552,791.

Deficit ........................... 3,198,306 5,988,437 8,790,096 10,550,235 13,062,832 15,481,162

See notes following Table 8.

Table 4-Partnership Rotuma: Selected Income Statement and Balance Shoat items for Selected Years, 1970.1980
[All figures are estimates based on samples-money amounts are in thousands of dollars]

Item 1970 1975 1977 19~8 1979 1980

(1) (2) (3) (4) (5) (6)

Total number of active partnerships. 936,133 1,073,094 1,153,398 1,234,157 1,299,593 1,379,654
Number with net income............ 639,795 661,134 710,256 761,753 765,575 774,173
Number with balance sheets! ....... 555,741 783,271 905,744 1,023,542 n.a. 1,194,236

Number of,partners .................. 3,697,818 4,950,634 6,079,860 6,121,455 6,954,767 8,419,899

Total assets' ....................... 116,752,751 235,468,301 296,098,262 353,696,180 447,130,068 50,503,923
Buildings/depreciable assets (net) n.a. 113,124,969 n.a. 158,727,737 n.a. 239,139,823
Inventories, end of year.......... n.a. 11,985,431 n.a. 17,202,990 n.a. 33,218,272
Land .............................. n.a. 36,731,958 n.a. 462442,485 n.a. 70,241,248

Total liabilities .................... n.a. 193,875,629 n.a. 293,050,496 n.a. 488,734,023-
Accounts payable .................. n.a. 12,302,055 n.a. 20,943,025 n.a. .33,899,048
Short-term debt................... n.a. 22,709,476- n.a. 27,810,649 n.a.
Long-term debt' ................... n.a. 136,296,764 n.a. 114,942,633 n.a. 178,044,406
Nonrecourse loans ................. n.a. n.a. n.a. 83,746,916 n.a. 118,910,380

Partner~l capital accounts.......... n.a. 41,592,672 n.a. .60,645,684 n. a. 108,769,900

Total receipts ...................... 93,348,080 148,417,529 180,848,961 219,192,109 258,197,936 291,998,115
Business receipts ................. 90,208,834 142p5O5,781 171,424,236 207,731,266 242,653,710 271,108,832
Interest received .................

1
942,304 2,477,173 3,102,538 4,346,928 7,246,203 10,869,323

Total deductions .................... 83,557,684 140,679,959 167,584,793 204,745,300 242,992,028 283,749i'460
Cost of goods sold/operations ..... 46,040,874 64,672,843 75,853,364 87,217,203 102,096,671 113,885,668

Cost of labor ....... w ............ 4,146,927, 4,585,836 5,219,444 5,667,139 6,737,888 7,015,547
Purchases ............. ......... 31,820,581 42,608,734 48i210,198 55,983,188 64,201,085 70,439,607

Salaries and wages ................ 8,129,233 12,489,039 14,745,011 16,585,456 19,392,819 22,336,337
Taxes paid ....................... 3,159,258 5,770p918 6,914,357 7,364,870 8,328,583 9,553,145-
Interest paid..................... 4,470,206 12,097tlOO 13,455,385 16,022,804 - 21,275,551 28,362,385
Depreciation ........................ . 4,578,820 10,108,834 12,334,740 14,519t760 17,662,667 21,576,189

Net income less deficit ............. 9,790,396 7,737,570 13,264,168 14,446,809 15,205,908 8,248,655
Net income........................ 14t4l9,124 22,431,931 28,929,500 33,689,343 40,1000,896 45-9061?-756
Deficit ............................. 4,628,728 14,694,361 '15,665,332 19,242,534 24,794,987.!. 36,813,100

See notes following Table 8.
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Table 5.-4orporaflon Income TaxRotuma: Selected BalanceShoot, IncomeStatement and Tax items for Selected
Years, 1970-1980
[Ail figures are estimates based on samples-money amounts are in thousands of dollars]

83

Item 1970 197~ 1977 1978 1979 1980

(1) (2) (3) (4) (5) (6)

Number of returns, total ........... 1,665,477 2,023,647 2,241,887 2,376,779 2,577,801 2,710,538
Number with net income ............. 1,008,337 1,226,208 1,424,528 1,523,648 1,599,322 1,596,632
Small Business Corp. returns....... 257,475 358,413 428,204 478,679 518,550 545,389
Domestic International Sales
Corporation returns............... N/A 6,431 6,665 7,208 8,066 8,665

Total assets ......................... 2,634,706,564 4,286,556,273 5,326,389,281 6,014,452,008 6,844,891,231 7,617,238,403
Notes and accIts receivable ........ 614,667,376 1,051,542,806 1,337,902,515 1,589,330,717 1,817,469,863 1,984,601,790
Inventories ................. :-- 190,401,642 317,718,545 396,032,639 442,652,820 504,315,590 534,806,547
Investments in Gov't obligations ... 196,625,390 316,131,699 380,540,830 403,628,383 421,441,738 472,059,737
Net capital assets, except land ~.. 552,838,384 825,107,002 1,001,921,728 1,115,564,447 1,264,872,322 1,418,605,742

Total liabilities .................... 1,882,295,401 3,189,491,468 3,975,418,416 4,519,695,153 5,125,337,041 5,672,850,147
Accounts payable ................... 148,812,597 263,417,584 346,521,170 403,553,630 482,558,295 542,172,368
Short-term debt2 ................... 170,884,261 272,123,551 319,805,729 380,851,818 452,958,194 504,802,288
Long-term debt? .................... 362,700,303 586,703,526 694,119,251 780,536,053 885,515,693 986,663,932

Net worth............................ 752,411,163 1,097,064,806 1,350,970,865 1,494,756,856 1,719,554,190 1,944,388,256

Total receipts ....................... 1,750,776,503 3,198,627,860 4,128,304,478 4,714,602,615 5,615,625,519 6,361,284,012
Business receipts.................. 1,620,885,576 2,961,729,640 3,813,925,121 4,353,704,519 5,152,613,019 5,731,616,337
Interest on Gov't obligations ...... 9,687,116 17,264,405 22,177,902 25,381,712 30,420,365 38,061,592

United States.................... 5,911,199 10,552,799 14,356,996 16,241,045 19,541,449 25,440,716
State and Local.................. 3,775,917 6,711,606 7,820,906 9,140,667 10,878,916 12,620,876

Other interest ..................... 61,883,309 126,034,505 154,491,738 195,479,301 259,146,298 328,802,958
Rents and royalties................ 16,524,889 26,932,271 38,773,512 38,164,761 40,303,671 53,821,391
Net short-term capital gain less
net long-term capital loss ........ 190,439 301,601 521,410 884,646 1,209,842 2,013,510

Net long-term capital gain less
net short-term capital loss....... 5,481,580 8,364,523 11,916,138 14,679,876 20,005,538 24,910,957
Net gain, noncapital assets ........ 5,315,562 7,757,287 11,169,250 12,137,078 15,397,176 20,117,615
Dividends received from domestic
corporations ...................... 5,238,421 8,818,282 13,932,345 13,321,287 16,863,766 1:8,654,800
Dividends received from foreign
corporations ...................... 3,466,515 5,467,726 8,275,849 9,277,932 12,715,084 14,563,353

Total deductions ..................... 1,682,778,847 3,052,674,597 3,908,781,721 4,467,196,877 5,331,970,825 6,125,365,155
Cost of sales and operations ....... 1,146,263,273 2,129,928,467 2,725,009,554 3,113,421,507 3,721,782,971 4,204,905,905
Bad debts.......................... 6,479,814 13,781,147 14,249,343 15,660,693 17,486,107 18,769,771
Taxes paid......................... 49,523,243 81,530,302 104,282,166 116,155,070 128,172,063 163,003,622
Interest paid...................... 62,055,010 129,307,921 152,865,323 192,403,316 261,530,850 344,612,542
Contributions or gifts............. 797,029 1,202,130 1,789,747 2,084,022 2,294,755 2,358,554
Depreciation ....................... 52,941,266 86,295,664 106,972,692 121,299,900 138,490,396 157,345,828
Depletion.......................... 5,623,339 5,341,489 5,658,877 6,402,020 7,828,973 8,871,993
Pension, profit-sharing, stock
bonus, and annuity plans .......... 12,225,912 26,526,129 36,463,699 41,825,415 46,583,431 51,529,310
Net loss, noncapital assets ........ 1,289,305 1,804,079 1,618,022 2,155,305 4,074,858 5,903,104

Net income (less defict) ............. 65,901,614 142,636,826 219,243,043 246,867,473 285,300,630 239,006,542
Net income ......................... 83,710,924 169,483,336 245,274,490 274,519,721 322,517,550 296,787,201
Deficit............................ 17,809,310 26,846,510 26,031,447 27,652,248 37,216,920 57,780,659

Income subject to tax ................ 72,374,437 146,589,287 212,501,782 239,631,773 280,155,155 246,598,486

Income tax before creditS3
........... 32,910,634 65,769,822 95,627,563 106,976,893 119,157,964 103,831,172

Tax credits, total ................... 5,414,940 26,452,791 39,605,284 43,501,607 54,229,274 42,167,741
Foreign tax credit ................. 4,548,986 19,987,724 26,006,028 26,357,629 36,828,057 24,861,315
Possessions tax credit ............. N/A N/A 837,687 1,134,422 1,376,124 1,565,681
Investment credit.................. 865,954 6,459,746 11,038,404 12,897,172 14,678,306 15,102,812
Jobs credit ........................ N/A N/A 1,703,838 3,093,915 1,318,837 601,444

itS3
Income tax after cred ............. 27,495,694 39,317,031 56,022,279 63,475,286 64,928,690 61,663,431
Additional tax for tax preferences ... 265,249 156,740 263,316 340,519 433,649 438,820
Total income tax after credits....... 27,838,775 39,691,517 56,735,169 64,386,838 66,120,672 62,974,695

Distributions to stockholders,
except in own stock................. 32,012,677 45,224,392 61,536,761 70,294,349 86,833,911 97,378,617

See notes following Table 8.



84 Selected Statistical Series, 1970-1983

Table 6-Gross Internal Revenue Collections: Amount Collected by Quarter and Fiscal Year, 1979-1983
[Money amounts are in millions of dollars)

Source of revenue

.Quarter and fiscal year

1979

Total................
October 1978 to December 1978.......
January 1979 to March 1979..........
April-1979 to June 1979 .............
July 1979 to September 1979.........

1980

Total............ ...
October 1979 to December 1979.......
January 1980 to March 1980..........
April 1980 to June 1980.............
July 1980 to September 1980...~ ......

1981

Total................
October 1980 to December 1980.......
January 1981 to March 1981 ..........
April 1981 to June 1981........ :....
July 1981 to September 1981 .........

1982

October-1981 to-December-1981 .......
January-1982 to March 1982..........
April,1982 to June 1982..............
July 1982 to September 1982.........

1983

October 1982 to December 1982.......
January ~1983 to March 1983 ...........

See.notes following Table 8.

Total

.460,412
91,796

108,284
149,817
110,515

519,375
105,947
122,422
166,827
124,179

606,799
118,804
143,899
196,970
147,126

-632,241-
137V570
154,128
196,506
144,036

132,205
150,019

Individual
income taxes'

(2)

251,546
49,563
60,070
82,684
59,228

287,548
58,899
68,723
91,480
68,447

332,850
67,081
77,467

108,600
79,702

-352,609-
71,526-
85,930

113,852
81,301

70,312
86,853

(3)

71,448
14,745
14,124
28,304
14,275

72,380
14,894
15,074
28,360
14,051

73,733
14,527
14,844
29,204
15,158

65-1991
15,898
14,722
23,115
12,256

13,404
11,494

Table 7.---Selected Returns and Forms Filed During Selected Calendar Years, 1970-1984

Filing year

Type of return or form

Individual income' ...... W .........
Form 1040.......................

Nonbusiness...................
Business......................

Schedule C..................
Schedule F..................

Form 1040A......................
Form 1040EZ .....................

Corporation income- ,
Form 1120.......................
Form 1120S ......................

Partnership, Form 1065 ............

Fiduciary, Form 1041 ............ ..

Estate Tax, Forms 706 and 706NA...

Gift Tax, Form 709.................

Exempt Organization:
Form 9906........................
Form 990-PF .....................
Form 990-T......................

See notes following Table 8.

1970

(1)

77,281,384
77,143,251
68,129,351
9,013,900
6,351,304
2,662,596

N/A
N/A

1,487,244
248,936

991,904

1,149,445

141,156

146,338

377,030
N/A

5,041

1975

(2)

84,026,785
61,450,279
51,377,153
10,073,126
7,438,968
2,634,158

22,462,776
N/A

1,705,789
367,219

1,132,839

1,558,570

225,827

273,184

346,627
29,637
19,683

1980

(3)

93,194,916
55,360,030
43,957,141
11,402,889
8,944,298
2,458,591
37,692,282

N/A

2,030,092
528,070

1,401,567

1,876,392

147,303

214,389

362,632
33,137
23,455

Corporation
income taxes

1981

(4)

Excise taxes2

(4)

19,050
4,983
4,468
4,731
4,868

24,619
4,902
4,250
7,335
8t132

.40,420
7,305

10,082
11,963
11,069

36-1779-
-10,577
9,426
8,389
8,387

8,498
8,222

94,156,710
57,088,682
45,288,528
11,800,154
9,345,121
2,455,033
36,924,610

N/A

2,265,811
547,176

1,457,974

1,944,494

146,496

190,106

322,572
31,688
24,562

1982

(5)'

Employment
taxes'

(5)

112,850
21,154
28,237
32,775
30,684

128,330
25,755
32,850
38,'036
31,689

152,886
28,193
39,878
45,510
39,304

--168-,-719-
37,654
41,751-
49,165
40,148

38,404
41,930

Projec

1983

(6)

95,574,230
57,800,627
45,480,555
13,320,072
9,877,372
2,442,700

37,618t855
N/A

2,346,203
566,787

1,552,735

1,962,485

127,051

84,364

368,278
31,831
23,720

95,617 000
57,710: 0002

45,248,000
12,462,000
10,070,000
2,392,000

r22,364,000'
rl5,400,

0004

2,234,000
638,000

1,534,000.,

2,112tOOO

109,000,

89,000

270"000
32,000
25,000

Estate and
gift taxes

5,519
1,351
1,385
1,323
1,460

6,498
1,497
1,524
1,617
1,861

6,910
1,698
1,628
1,692
1,893

8,143
1,915
2,299
1,986
1,943

1,588
1,519

ted

1984

(7)

r96,700,000
59,151,000
46,217,000
12,935,000
10,593,000
2,342,000

r2l,804,000
r15,600,000

2,280,000
6792000

1,576,000

2,2010,000

89,000

99,000

2762'000
32,000
26,000



Selected Statistical Series, 1970-1983

Table 8.-Clasass of Excise Taxes by Selected Fiscal Year, 1970-1983
[Money amounts are in thousands of dollars]

Selected class of tax

Alcohol taxes, total ................
Distilled spirits.................
Wine ..............................
Beer ..............................

Tobacco taxes, total ................
Cigarettes........................
Cigars ............................

Manufacturers exise taxes, total ....
Gasoline and lubricating oil ......
Tires, tubes and tread rubber .....
motor vehicles, bodies, parts,....
Recreational products.............
Black Lung taxes ..................

Special fuels, total ................
Diesel and special motor fuels....

Miscellaneous excise taxes, total'..
Telephone and teletype............
Air transportation ................
Highway use tax...................
Foreign insurance.................
Exempt organizations net
investment income ................
Crude oil windfall profit .........
Environmental taxes (superfund)...

1970

(1)

4,746,382
3,501,538

163,337
19081,507

2,094,212
2,036,101

56,834

6,683,061
3,517,586
614,795

1,753,327
53,427

N/A

257t820
257,712

2,084,730
1,469,562

250,802
135,086

8,614

N/A
N/A
N/A

1975

(2)

5,350,858
3,865,162

177,113
1,308,583

2,315,090
2,261,116

51,226

5,516,611
4,071,465
697,660
662,556
84,946

N/A

404,187
370,489

3,306,077
2,023,744
850,567
207,663
19,458

63,828
N/A
N/A

1979

(3)

5,647,924
3,9459034

198,289
1,504,601

2,495,517
2,454,829

36,225

7,057,612
4,633,712

878,283
1,189,169

124,392
232,056

553t291
506,651

3,223,033
1,362,193
1,425,656

251,793
69,261

65,217
N/A
N/A

1980

(4)

5,704,768
3,945,377

211,538
1,547,853

2,446,416
2,402,857

39,500

6,487,421
4,326,549

682,624
1,088,696

136,521
251,288

560,144
512,718

6,359,198
1,117,834
1,748,837

263,272
74,630

65,280
3,051,719

N/A

Fiscal year quarter ending

Selected class of tax

Alcohol taxes, total ................
Distilled spirits .................
Wine ..............................
Beer...............................

Tobacco taxes, total ................
Cigarettes........................
Cigars ............................

Manufacturers exise taxes, total....
Gasoline and lubricating oil ......
Tires, tubes and tread rubber.....
Motor vehicles, bodies, parts .....
Recreational products.............
Black Lung taxes..................

Special fuels, total ................
Diesel and special motor fuels....

Miscellaneous exise taxes, total....
Telephone and teletype ............
Air transportation ................
Highway use tax ...................
Foreign insurance.................
Exempt organizations net
investment income ................

Crude oil windfall profit .........
Environmental taxes (superfund) ...

Dec. 1981

(7)

1,369,147
994,190
60,216
314,741

653,343
643,537

8,687

1,571,307
1,066,785

186,144
222,728
23,924
71,730

154,587
149,461

5,568,507
265,170
2831763
23,484
16,072

9,649
4,897,236

67,357

Mar. 1982

(8)

1,227,818
822,081
57tO22

348,715

588,809
579,657

7,959

1,576,431
1,070,549

142,504
260,029
22,451
80,394

154,556
146,588

4,256,630
294,784
280,722
46,635
15,974

11,013
3,535,776

64,061

June 1982

(9)

1,360,635
875,938
77,417

407,281

611,915
602,470

8,383

1,610,776
1,084,495

148t941
197,766
48,635

130,979

152,806
144,370

5,974,399
185,752
285,463
35,344
16,310

36,893
5,346,061

62,012

Sept. 1982

(10)

1,502,209
942,311
24,332
535,566

685,428
673,383
10,636

1,624,385
1,099,027

139,197
204,322
36,278
143,517

166,676
158,421

9,013,517
174,043
304,870
151,866
19,921

35,632
8,256,853

59,473

1981

(5)

5,688,413
3,837,640

244,445
1,606,328

2,583,857
2,538,674

40,742

6,088,156
4,108,716

668,902
914,524
158,054
237,097

587,486
553,107

19,773,803
998,503

1,326,829
266,225
74,882

84,045
16,930,548

61,264

Dec. 1982

(11)

1,3629584
991,691
67,672
303,221

638,860
629,867

7,798

1,463,058
992,928
166,892
144,263
35,354
123,114

151,540
140,554

4,998,036
140,756
343,762
17,789 2
-14,801

7,654
4,440,146

56,330

85

1982

(6)

5,459,810
3,634,519

2189987
1,606,303

2,539,495
2,499,046

35,666

6,382,900
4,320,856

616,785
884,845
131,288
426,620

628,625
598,840

24,813,053
919,749

1,154,818
257,329
68,276

93,188
22,035,927

252,903

Mar. 1983

(12)

1,331,830
906,974
63,829

361,027

1,002,323
993,909

6,791

1,480,465
979,122
168,796
179,889
27,043

125,176

182,275
155,646

6,370,018
211,881
503,498
54

,
784

-9,640

23,600
5,518,749

59,247

See notes onfollowing page.



Notes to Selected Statistical Series Tables

General notations

N/A Not applicable

n.a. Not available

r - Revised

Table I

[11 The 1981 data for interest and dividends are
before exclusion. The combined amount of
interest and dividends in adjusted gross income
(after the exclusion) was $178,097,705,000,
reported on 34,144,410 returns. For 1980, there
was no exclusion applicable to interest income.

[21 Includes surcharge of $2,018,078,000.

[3] For 1981 only, this was the 1.25 percent rate
reduction credit applicable to all returns with
income tax before credits, as provided by the
Economic Recovery Tax Act of 1981.

SOURCE: Statistics of Income, Individual Income Tax
.Returns, appropriate years. Tax law changes have
affected the comparability of the data. See the
specific Statistics of Income reports for a descrip-
tion of those law changes.

Table 2

SOURCE: Statistics of Income, Individual Income Tax
feturns, appropriate years. Tax law changes have
affected the comparability of the data. See the
specific Statistics of Income reports for a descrip-
tion of those law changes.

Table 3

SOURCE: Statistics of Income, Sole Proprietorshlo
Returns, appropriate years. Tax law changes have
affected the comparability of the data. See the
specific Statistics of Income reports for a descrip-
tion of those law changes.

Table 4

(13 Total Assets, total liabilities and partners
capital accounts are somewhat understated because
not all partnership returns filed contained a
completed balance sheet.

[21 Short-term debt is the abbreviated title given to
mortgages, notes and bonds payable in less than 1
year.

[3] Long-term debt is the abbreviated title given to
mortgages, notes and bonds payable in 1 year or
more. In addition, for Tax Year 1975 long-term
debt included nonrecourse loans.

SOURCE: Statistics of Income, Partnership Returns,
for appropriate years. Tax law changes have affected
the comparability of the data. See the specific
Statistics of Income reports for a description of
those law changes.

Table 5

[1] Net capital assets, except land, consisted of
depreciable, depletablt, and intangible assets
less accumulated depreciation, depletion and
amortization.

[2] Short-term debt is the abbreviated title given to
mortgages, notes and bonds payable in less than 1
year. Long-term debt is the abbreviated title
given to mortgages, notes and bonds payable in 1
year or more.

[3] Consists of normal tax, surtax, and alternative
tax for Tax Years 1970 through 1978, and regular
tax and alternative tax for Tax Years 1979 and
1980.

SOURCE: Statistics of Income, Corporation Income Tax
Returns, ip-propriate years. Tax law changes have
affected the comparability of the data. See the
appropriate Statistics of Income reports for a
description of those law changes.

Table 6

(11 Consists of amounts paid by individuals or'
corporations as estimated tax payments or amounts
withheld by employers prior to return filing,
payments made with the return, and any subsequent
payments.

(21 Consists of taxes imposed on selected products,
services, and activities, such as those on
alcohol and tobacco products and the windfall
profit tax on domestically produced crude oil.

[31 Composed largely of payroll taxes levied on
salaries and wages, such as social security,
railroad retirement, and unemployment taxes.

NOTE: Detail may not add to total because of rounding.

SOURCE: Internal Revenue Service, Returns Processing
and Accounting Division, Revenue and Accounting
Branch.
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88 Notes to Selected Statistical Series Tables

Table 7

[1] Includes Forms 104ONR, PR and SS.

[2] Actual filings of Form 1040 through June 30, 1983
were 57,044,000.

[3] Actual filings of Form 1040A through June 30,
1983 were 21,009,000.

[4) Actual filings of Form 1040EZ through June 30,
1983 were 15,076,000.

[5] Includes Form 1041A in 1970 and 1975.

[6] Includes Form 990A in 1910.

SOURCE: Internal Revenue Service, Research Division.

Table 8

[11 Special fuels, total includes diesel and special
motor fuels which were classified as miscella-
neous excise taxes in 1970. -

[2] The negative amounts are due to refunds of this
tax under the United States - United Kingdom
Income Tax Treaty, which provides for an
exemption from the tax retroactive to January 1,

.1975. Also, a similar United States - France
treaty provides for an exemption retroactive to
January 1, 1979.

NOTES: For 1970 and 1975, fiscal year was defined as
July of the previous year through June of the year
noted. For 1979, 1980, 1981, and 1982, fiscal year
was defined as October of the previous year through
September of the year noted.

I



Appendix

GENERAL DESCRIPTION OF STATISTICS OF INCOME
SAMPLE PROCEDURES AND DATA LIMITATIONS

This appendix discusses typical sampling procedures
used in most Statistics of Income (SOI) programs. As-
pects covered briefly include sampling criteria,
selection techniques, methods of estimation, and
sampling variability. Some of the nonsampling error
limitations of the data are also described, as well
as the tabular conventions employed.

Additional information on sample design and data
limitations for specific SOI studies can be found in
the separate SOI publications (see References). More
technical information is available, upon request,
from the Statistics of Income Division.

SAMPLE CRITERIA AND SELECTION OF RETURNS

Statistics compiled for the SOI studies are
generally based on stratified probability samples of
income tax returns or other forms filed with the
Internal Revenue Service (IRS). The statistics do
not reflect any changes made by the taxpayer through
an amended return or by the IRS as a result of
audit. The samples are based on such criteria as:
principal business activity; presence or absence of a
schedule; State from which filed; size of adjusted
gross income (or deficit) or largest of specific
income (or loss) items; total assets or size of
business and farm receipts.

The probability of a return being designated
depends on its sample class or stratum and may range
from a fraction of one percent to one hundred
percent. Considerations in determining the selection
probability for each stratum include the number of
returns in the stratum, the diversity of returns in
the stratum, and interest in the stratum as a
separate subject of study. All this is subject to
constraints on the allowable total cost or total
sample size for the program.

For most SOI studies, returns are computer desig-
nated based on the Taxpayer Identification Number
(TIN) which is either the Social Security Number
(SSN) or Employer Identification Number (EIN). In
some cases, the ending digits of each TIN are
compared to a set of numbers randomly selected for
each sample class. If the TIN ending digits are in
the set, then the return is designated for the
sample. Otherwise, it is not designated.

Alternatively, a fixed and essentially random
number is associated with each possible TIN. If that
random number falls into a range of numbers specified
for the return's sample stratum, then it is designa-
ted. Otherwise, it is not.

Under either method of selection, the TIN's
designated from one year's study are for the most
part selected for the next study, so that a large
proportion of the new sample are repeaters. This
longitudinal character of the sample design improves
the estimates of change from one study to the next.

METHOD OF ESTIMATION

In general, weighting factors are obtained by divi-
ding the computer count of returns filed for a sample
stratum by the actual number of returns secured for
the sample. These weighting factors are then used to
inflate the sample results to total population
levels. During sampling, lists of the returns
designated are checked against the returns secured
for the sample to insure that the sample designated
is the same as the sample selected. Special searches
are made for returns not initially secured so that
any bias from nonresponse is minimal.

For the Individual income tax returns sample,
weighting factors are computed for each sample class
within each Internal Revenue district, even though
the district is not used to designate the sample.
This is an example of post-stratified estimation and
is used to improve the estimates for the States.
Usage of post-stratified estimation is being studied
for other SOI studies.

SAMPLING VARIABILITY

The particular sample used in a study is only one
of a large number of possible random samples that
could have been selected using the same sample
design. Estimates derived from the different samples
would usually vary. The standard error of the
estimate is a measure of the variation among the
estimates from all possible samples and is used to
measure the precision with which an estimate from a
particular sample approximates the average result of
the possible samples. The sample estimate and an
estimate of its standard error permit the construc-
tion of interval estimates with prescribed confidence
that this interval includes the actual population
value.

In SOI reports the standard error is not directly
presented. Instead, the ratio of the standard error
to the estimate itself is presented and expressed as
a percentage. This ratio is called the coefficient
of variation (CV). The user of SOI data may multiply
an estimate by its coefficient of variation to re-
create the standard error and to construct confidence
intervals.

For example, if a sample estimate of 150,000
returns is known to have a coefficient of variation
of 0.02, then the following arithmetic procedure
would be followed to construct a 68% confidence
interval estimate:

150,000 (sample estimate)
x 0.02 (coefficient of variation)
3,000 (standard error of estimate

150,000 (sample estimate)
± 3,000 (standard error)

147,000 - 153,000 (68% confidence interval)
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S01 Sampling Methodology

Based on these data,. the interval estimate is from
147 to 153 thousand returns. A conclusion that the
average estimate of the number of returns lies within
an interval computed in this way would be correct for
approximately two-thirds of all possible similarly
selected samples. To obtain this interval estimate
with 95 percent confidence, multiply the standard
error by two before adding to and subtracting from
the sample estimate. (In this particular case, the
resulting interval would be from 144 to 156 thousand
returns.)

Further details concerning confidence intervals,
including the approximation of CV's for combined
sample estimates, may be obtained on request by
writing to the Statistics of Income Division, D:R:S,
Internal Revenue Service, Washington, D.C. 20224

NONSAMPLING ERROR CONTROLS AND LIMITATIONS

Although the, previous discussion focuses on
sampling methods and. the limitations of the date
caused by sampling errors, there are other sources of
errors which may be significant in evaluating the
usefulness of SOI data. These include 'taxpayer
reporting errors,

'
processing errors, early cut-off of

sampling, etc. More extensive information on
nonsampling errors is presented in SOI reports, when
appropriate.

In transcribing and tabulating the information from
the returns or forms selected for the sample, checks
are imposed to improve the quality of the resultant
estimates. Missing entries are imputed_during_sta~_
_~4ti~c4l_.processing:_by -utilizing. other- - informat ion on
the return and accompanying schedules. Data may be
disaggregated and recombined during editing to
achieve consistent statistical definitions. In the
future, SOI studies will make use of earlier returns
of the same taxpayer to check current data, for
instance the industry code. Also, research on better
methods of imputing missing data is being conducted.

Quality..of the basic data abstracted at the proces-
sing centers is controlled by a continuous sampling
verification system. In addition, the Statistics of
Income Division in the National Office conducts an
independent repeocessing of a small subsample of sta-
tistically processed returns as a further check.
Prior to tabulation, numerous computer tests are
applied to each return record to check for inconsis-
tencies.

Finally, before publication, all statistics are re-
viewed for accuracy and reasonableness in light of
provisions of the tax laws, taxpayer reporting vari-w
ations and limitations, economic conditions, compara-
bility with other statistical series, and statistical
techniques used in data processing and estimating.

TABULAR CONVENTIONS

Estimates of frequencies and money amounts that are
considered unreliable, due to the small sample size
on which they are based, are noted by an asterisk (*)
to the left of the data item(s) in the tabulations.
The presence of an asterisk indicates that the sample
rate is less than 100 percent of the population and
there are fewer than 10 sample observations available
for estimation purposes.
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A dash in place of a frequency or amount indicates
that no sample return had that characteristic. In ad-
dition, a dash in place of a coefficient of variation
for which there Is an estimate indicates that all re-
turns contributing to the estimate were selected at the
100 percent rate.

Whenever a weighted frequency in a data cell is less
than 3, the estimate is either combined with other
cells or deleted in order to avoid disclosure of in-
formation about individual taxpayers or businesses.
These combinations and deletions are indicated by a
double asterisk (**).
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Returns (see especially pages 11-14).

[21 Statistics of Incorne--1980, Corporation Income Tax
Returns'(see especially pages 9 to 14).
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[41 Statistics of Income--1979-80, Sole Proprietorship
Returns (see especially pages 5 to 8).

[5] Statistics of Income--1976-1979, . International
Income and Taxes_, F2reiqn Income and TaxesU S. Tax ff
Reported on . eturns (see.especially pages
13-15 and 85-87.

[61 Statistics of Income--1973, Sales of Capital
Assets Reported on Individual Income Tax Returns
(see especially pages 17 to 20).

(7] Statistics of Income--1976, Estate Tax Returns
(see especially pages 11 to 12).

[8] Statistics of Income--1974-1978, Private
Foundations (see especially pages 9 to 16).
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CUMULATIVE INDEX OF SOI BULLETIN ARTICLES

Corporation income tax returns:
Balance sheet and industry statistics:

1979, Vol. 1, No. 4
1980, Vol. 2, No. 3

Income statement and industry
statistics

1978, Vol. 1, No. 1
1979, Vol. 1, No. 4
1980, Vol. 2, No. 3

Employee benefit plans:
1977, Vol. 1, No. 4

Excise taxes:
Environmental:

1981-1982, Vol. 2, No. 2
Exempt organizations:

Other than private foundations:
1975-1978, Vol. 1, No. 2

Private foundations:
1979, Vol. 2, No.

Foreign income and taxes:
U.S. corporation foreign tax credit:

1978, Vol. 2, No. 3
Possession corporations tax credit:

1980, Vol. 2, No. 4

Individual income tax returns:
Income, deduction and taxes:

1979, Vol. 1, No. 1
1980, Vol. 1, No. 3
1981, Vol. 2, No. 3

Income by ZIP code areas:
1969-1979, Vol. 2, No. 4

Marginal and average tax rates
1980, Vol. 2, No. 3

Nonresident alien income and tax
withheld:

1971-1979, Vol. 1, No. 4
1980, Vol. 2, No. 1
1981, Vol. 3, No. 1

Residential energy credit:
1978-1980, Vol. 2, No. 2

Sales of capital assets:
1973-1980, Vol. 2, No. 1

Taxpayer characteristics:
1980, Vol. 1, Nos. 2-3
1981, Vol. 1, No. 4 and Vol. 2, No. 1
1982, Vol. 3, No. 1

Lumber and Paper Industries:
Financial Characteristics:

1980, Vol. 3, No. 1

Nonresident alien income and tax
withheld (See Individual income tax
returns)

Partnership returns:
Income statement and industry

statistics:
1978, Vol. 1, Nos. 1-2
1979, Vol. 1, No. 3
1980, Vol. 2, No. 1
1981, Vol. 3, No. 1

Personal Wealth:
Realized income and personal wealth:

Vol. 2, No. 4
Trends, 1976-1981:

Vol. 3, No. 1

Projections of returns to be filed:
1982-1990, Vol. 1, No. 3
1983-1990, Vol. 2, No. 2

Sale of capital assets (See Individual
income tax returns)

Sole proprietorship returns:
Income statement and industry

statistics:
1978, Vol. 1, Nos. 1-2
1979, Vol. 1, No. 3
1980, Vol. 2, No. 1
1980, Vol. 2, No. 1
1981, Vol. 3, No. 1

Nonfarm proprietorships and sex of
owner:

1980, Vol. 2, No. 4

Superfund for environmental taxes (See
Excise taxes)

Underground Economy:
Informal Suppliers:

Vol. 3, No. 1

Windfall profit tax:
1980, Vol. 1, No. 2
1981, 1st quarter, Vol. 1, No. 3
1981, 2nd quarter, Vol. 1, No. 4
1981, 3rd quarter, Vol. 2, No. 1
1981, 4th quarter and year total, Vol. 2,

No. 2
1982, 1st quarter, Vol. 2, No. 3
1982, 2nd quarter, Vol. 2, No. 4
1982, 3rd quarter, Vol. 3, No. 1



Statistics
Of Income

Published Regular Reports

Individual Income Tax Returns,
1980 (218 pp., $7.50)

Sole Proprietorship Returns,
1979-1980 (225 pp., $7.50)

Corporation Income Tax Returns,
1980 (147 pp., $5.50)

Partnership Returns, 1980 (158
pp., $5.50)

Published Supplemental Reports

international income and Taxes:

Foreign Income and Taxes
Reported on Individual lncom~
Tax Returns, 1972-1978 (73
pp., $4.25)

Domestic International Sales/
Corporation Returns, 1972,
1973 and 1974 (192 pp., $6.00)

Foreign Tax Credit Claimed on
Corporation Returns, 1974 (158
pp., $5.50)

U.S. Corporations and their
Controlled Foreign
Corporations, 1974-1978 (165
pp., $6.bO)

Foreign Income and Taxes
Reported on U.S. Tax Returns,
1976-1979 (420 pp., $10.00)

Other
Publications
And
Related
Information
Other:

Sales of Capital Assets Reported
on Individual Income Tax
Returns, 1973 (263 pp., $7.00)

Individual Retirement
Arrangements, 1976 (37 pp.,
$2.50)

Individual Income Tax Returns,
Contents of Reports for
1967-1976 (15 pp., $1.50)

Estate Tax Returns, 19.76 (60 pp.,
--$3-.25)-

Private Foundations, 1974-1978
(113 pp., $4.75)

Selected Reports in Preparation

Corporation Income Tax Returns,
1981

Partnership Returns, 1957-81

Sole Proprietorship Returns,
1957-81

Individual Income Tax Returns,

SOI Bulletin, Winter 1983

Computer Files Available

Individual Tax Model File,
1966-1980 (includes State Tax
Model File, 1979-1980)

State Tax Model File, 1977-1980

Corporation Source Book,
1965-1976, 1979

Other tape files include:
Estate Tax File, 1972, 1976
Private Foundations File, 1974
Employee Plans File, 1977

-.-Exempt-Organizations-File-,
1975

Microfilm Files Available

Corporation Source Book,
1977-1979

Ordering Information

Statistics of Income reports are for
sale by the Superintendent of
Documents, U.S. Government
Printing Office, Washington, DC
20402.

Public-use magnetic tape files are
available on a reimbursable basis
by writing to the Statistics of
Income Division, Internal Revenue
Service, Washington, DC 20224.
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